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PREFACE 

It waa my original purpose to write a book under tbe 
title, ''Railway Accounts; their Abuses and their Uses.'' 
This purpose was modified, primarily because such a 
treatment of the subject would have been unduly contro- 
versial. It would have led to a criticism of most that has 
been done relative to rate regulation since that unfortunate 
decision of Smyth v. Ames. The controversial side of 
railway accoimts carries with it too many independent 
interests, to be covered by a book the chief aim of which 
is to explain accepted accoimting rules, and, by so doing, 
to make clear what is meant by a scientific sysbem of 
accounts. 

The second phase of the original title met with a similar 
fate. To consider the many uses of a well devised sysbem 
of accounts, would raise most of the problems involved 
in industrial statistics. This, too, covers a field of analysis 
of sufficient importance to claim individual treatment, and, 
for this reason, a consideration of the uses as well as the 
abuses of business records was set aside. What remains 
is not very extensive, so far as the text is concerned, but 
it is dominated by a single purpose. It is a Commentaiy 
on the standard sjrstem of railway accounts promulgated 
for and used by American railways. 

It is hoped that this simple analysis of a standardized 
system of business records will prove helpful to three 
classes of readers. 

First. That large body of men, mostly yoimg men, who 
are coming to see in the truthful keeping of records a sol- 
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vent for current industrial problems, will find in this 
Cionunentary some help to a better understanding of their 
vision into the future. Accounting, at last analysis, is the 
determination of relative equities; and, consequently, it is 
an instrument by which the aspirations of peace-loving 
democracies may be realized. This, at least, is the idea 
that the author has kept constantly in view. It is the 
source of bis personal interest in the science of accounts. 

Second. The American system of railway accounts is 
known and consulted by accoimting experts in many lands. 
Accoimtants in China, Japan, New Zealand, Canada, and 
some of the South American and South African states, 
desire to learn what this country is doing, as a help to 
the solution of their local problems. It is for this class of 
readers, primarily, that the Appendices, which reprint 
the Classifications promulgated by the Interstate Com- 
merce Commission, are inserted. 

Third. It is expected that practical accountants who 
have charge of the records of public service industries of 
all sorts, will find in the analysis here presented, some 
pdnts of interest and possibly of profit. Especially the 
yoimger railway accountants, those who did not take 
part in that nation-wide symposium of 1907 to 1910, out 
of which American railway accounting emerged as a 
standardized S3rstem, will find in this book an explanation 
of many of the rules they now apply. 

University students, also, whose chief purpose is to 
imderstand conunercial relations, will read with interest 
the pages that follow, for these pages aim to show, by 
niunerous examples, that all sound accounting rules reflect 
the nature of the self-determining laws of business life. 

Twin Oaks, February, 1918. ^- ^' ^' 
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CHAPTERI 
THE TASK OF THE RAILWAY ACX30UNTANT 

The task of the railway accountant is the same in kind, 
so far as general principles and range of responsibilities 
are concemed^ as that of the accountant of any other 
large business. Familiarity with the basic principles and 
general rules of accounting are, therefore, assumed for 
the readers of this treatise, and those points only which 
are characteristic of a i^tem of railway accounts will be 
discussed with any d^ree of completeness. It is assimied, 
for example, that the reader knows the double entry 
method of keeping business records, and the reason why 
this is the correct method; that he understands the use 
of debits and credits in accounting anal3rsis; that he can 
interpret an accounting balance and reason from a com- 
parison of balances; and that he appreciates the signifi- 
cance of assigning an accounting personality to an operat- 
ing period, to an operating division or process, to the 
parties mentioned in a contract, or to the properties 
covered by the operating management of a intern. These 
ideas, as well as the use of clearing accounts, suspense 
accounts, arbitraries and weighted averages, will not be 
considered in this treatise, imless they come up in the 
discussion of some special accounting problem. These 
things are, or should be, the conmion knowledge of every 
accountant. 

It may also be assumed that the reader has an appre- 
ciative understanding of that complex business unit 

8 



4 AMERICAN RAILWAY ACCOUNTING 

known as a railway, whose operations and transactions 
a s^nBtem of railway accounting undertakes to record. On 
this latter point, however, a cursory explanation may not 
be out of place as suggesting the peculiar task imposed 
upon a railway accountant. Such an explanatidh may 
be found in what follows. 

§ 1. The Background of Railway Accoonts. — ^In the 
first place, it should be recognized that transportar 
tion in the United States is in fact, though not in form, 
an organized service imit. Railway construction as well 
as railway equipment is fairly well standardized, and, 
within broad lines, internal as well as external manage- 
ment conforms to imiform rules. Greater uniformity in 
operating methods would not be practiced were the rail- 
ways of this country the property of a single corporation 
or of the federal government. From this it is evident 
that a railway accountant must keep his records in such a 
manner that the balances which they show can be readily 
combined with corresponding balances of other companies. 
Ability to make combinations and comparisons is one of 
the tests of sound railway accoimting. 

This tendency towards a unified system is not primarily 
due to the fact that the federal and state governments 
exercise supervisory jurisdiction over railways. It lies 
very largely in the nature of the case and is the result of 
several tendencies and conditions. Thus, provision for 
interchange of freight, and a desire to eliminate reloadiog 
for through freight, is responsible for the standardization 
of equipment and, to a certain extent, for standardis- 
ing the track. The struggle for economy and effioieopy, 
also, results in the extensive use of joint facilities and the 
employment of joint employees, both of which tend to 
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the standardization of administrative rules. The fact 
that the same express companies, fast freight lines^ termi- 
nal and lighterage companies, as weQ as the Postoffice 
Department and the PuUman Company, operate in caa- 
nection with independent railway lines, tends to the 
general adoption of uniform contracts and operating 
arrangements. Indeed, it is not too much to say that, 
from the operating standpoint, business necessity forces 
independent railways to administer their properties veiy 
much as though th^ were a single property. 

This imity is, in part, the result of conscious effort on 
the part of railway officials. Transportation is a highly 
specialized business, and has been developed under the 
influence of the scientific spirit. There are in this country 
more than an himdred associations of railway officials 
whose purpose it is to discuss the scientific and operating 
problems which arise in the administration of a railway 
property, and to bring the experience of every property 
to bear upon the operation of every other property. Al- 
though these associations have no definite authority, the 
rules they lay down are generally followed. The Ameri- 
can Railway Association, the Master Car Builders' Asso- 
ciation, the Claim Agents' Association, and the Account- 
ing Officers' Association, may be accepted as types of the 
many railway associations that exist, each of which stands 
for a particular function in the application of the princi- 
ples of division of labor to railway transportation, and 
each of which exerts a conscious influence on the unifica- 
tion of railway methods. All this stands back of and 
gives character to the task of the railway accountant. 

In the second place, it should be noted that the 
unit of railway operation is the railway system and not 
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the railway corporation. How these litems grew may 
be a matter of secondary importance, but the l^gal forms 
by which they are held together; the agreements for the 
distribution of intern revenues; the contracts that define 
the relation of railways to mining, lumbering, and other 
lines of business covered by railway capital; the adminis- 
trative rulings that pertain to the himdred and one opera- 
tions ancillary to the management of a great railway prop- 
erty; these, and many other significant features that 
might be mentioned, are of prime interest to the account- 
ant because they control his system of records. These 
contracts, agreements, arrangements, and administrative 
rulings give rise to inter-corporate, inter-divisional, and 
inter-industrial accounting. An illustration of each may 
not be out of place. 

Inter-corporate accounting covers the contractual agree- 
ments or understandings by which a system is organized 
and held together. The figures set down by the account- 
ant are such as bear on the relative equities of the con- 
stituent parts of the S3rstem. Thus, a separation of the 
earnings and expenses of subsidiary lines from those of 
the parent line, may be required in order to execute the 
contract involved. A similar separation may be required 
for fixed charges and certain revenues. The improvements 
on leased property paid for by the lessee give rise to ac- 
counting problems that are not easily solved. The use 
of constructive mileage and arbitraries of all sorts in the 
execution of contractual agreements further illustrates 
what is meant by inter-corporate accounting. 

InteiHiivisional accounting is, in some of its features, 
like inter-corporate accounting except that it is directed 
primarily by the needs of operating ofiicials. It undertakes 
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to locate revenues and expenses, as indeed the benefits 
and the burdens of all transactions that appertain to 
branch lines or operating divisions. It aims to measure 
efficiency or economy and to compare actual results with 
established standards. Under inter-divisional account- 
ing, also, are included many administrative functions, as, 
for example, the administration of a car pool for cars 
owned by or assigned to particular parts of the syst^n. 
This branch of accounting offers many opportimities for 
originality and experiment. It is closely allied to the 
work of a railway statistical bureau. 

Inter-industrial accounting brings to notice three 
classes of operating relations. It has to do with those 
business relations that exist between a railway and trans- 
portation agencies not covered by railway capital, but 
which co-operate with the railway in rendering the serv- 
ice of transportation. Express companies, telegraph 
companies, boat lines, belt and switching lines, transfer 
companies, and the like, are agencies of this sort. It 
embraces that long list of business undertakings ancillary 
to the business of a railway such as ice plants, light and 
power plants, stock pens, elevators, bridges, ferries, termi- 
nal properties, and many kinds of joint facilities. Whether 
the property of such business undertakings are owned 
by the railway or not, the accountant must recognize 
each as a party to a contract or operating arrangement, 
either actual or implied. And, finally, inter-industrial 
accoimting covers all those complicated agreements which 
trunk line railways enter into with industrial or manufac- 
turing railways. 

It is evident from the foregoing that numerous problems 
are involved in the organization and the activities of a 
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railway, all of which give character to and, in large meas- 
ure, control current records. Every link that binds to- 
gether a railway system must be known to the railway 
accountant, for without a detailed and accurate knowledge 
of the way in which the system is held together, he will 
not be able to combine inter-property and interngervice 
records so as to measure accurately the equities of the 
various factors, or to prepare a truthful statement of 
the operation of the property as a whole. The railway 
system and all that the history of such a system implies, 
stands back of and gives character to the task of the rail- 
way accountant. 

It must be recognized, in the third place, that rafl- 
ways are public service industries and on this account 
are subject to the supervision and control of the govern- 
ment. Statute laws and court interpretations are ac- 
cepted facts in railway administration, and many of the 
public questions that arise cannot be answered except on 
the basis of a quantitive measurement of the public and 
private interests involved. But this quantitive measure- 
ment must be taken from the records. Its statement must 
be an accounting statement. It thus becomes evident 
that the statutes of the federal government, the laws of 
the states, the ordinances of mimicipalities, as well as the 
rulings of the courts in the interpretation of such statutes, 
laws, and ordinances, must be known to the railway ac- 
countant in order that his records may be so organized 
as to enable him, easily and without great expense, to 
set forth the private and proprietary interests involved 
in the claims urged by the government with r^ard to this 
class of property. Indeed, the general policy of the gov- 
ernment, so far as it rests on the fact that railway prop- 
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erty is impoBed with a public intereBty stands back of 
and gives character to the task of the railway ac- 
countant. 

§2. Scope and Purpose dt Railway Accounting. — 
The end held in view by the railway accountant, like 
the character of th» principles and the nature of the re- 
sponsibilities which he recc^nizes, is much the same as 
that covered by the purpose of any well administered 
sjrstem of accounts. Accounting considered in its broad 
sense, and d^ned in such manner as to emphasize its 
fundamental principles, is made up of a series of entries 
and statements leading to definite conclusions. It covers 
the recording of business transactions and the interpreta- 
tion of financial, operating, and statistical records. While 
industries were small, no general or comprehensive system 
of accounts was necessary. It was then possible for the 
individual manager to hold in mind all the essential facts 
for successful management. 

With greater industries, however, success depends upon 
specialized efforts, and upon the efficient adjustment 
of many apparently inconsistent lines of activity. Under 
such conditions, comprehensive records are essential in 
order to test and to compare results. This is especially 
true of the railway industry which, in addition to extensive 
specialization on the part of officials and extensive applica- 
tion of the principle of division of labor for the assign- 
ment of work to employees, carries on its rolls agents 
scattered over broad territories, who, on this account, 
are obliged to work independently of the personal super- 
vision of superior officers. Under such conditions, the 
management must bring to its aid a system of accounts 
which becomes the eyes, the ears, the manoiy, and, to a 
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large extent, the analysis and the reasoning, of a success- 
ful administration. 

Further light is thrown upon the character of an ac- 
countant's task by the observation that every accounting 
statement is a direct or an implied argument. Accoimt- 
ing is a process of reasoning and, as such, is subject to the 
strict rules of formal logic. The language of which the 
accountant makes use is the language of figures. His 
underl3ring conception is that of a mathematical equation. 
For this reason, the responsibilities of an accountant de- 
mand an exactness in classification and definition equal 
to that which is required in any field of scientific inquiry. 

The above observation discloses the peculiar demands 
of an accountant's task. The argument contained in an 
accounting statement is worthless, unless it can be checked, 
step by step, against original entries which in themselves 
are trustworthy. A comprehensive statement made up 
of a combination of a million debit and credit transactions, 
may be relied upon for correct conclusions on one condi- 
tion, and one condition only. Every field note, every 
voucher entry, every original paper, must be made out 
according to standardized definitions and entered and 
compiled under carefully drawn classifications. The 
accountant who does not know field work, or whose in- 
structions fail to cover explicit rules for original entries 
or journal transfers, does not properly appreciate the 
exacting nature of his profession. It is, therefore, neces- 
sary to include, in a satisfactory characterization of the 
scope and purpose of railway accounting, a complete and 
an exhaustive anal3rsis of the business functions to which 
these accoimts pertain, and a set of definitions which will 
ensure congruous classifications. 



THE TASK OF THE RAILWAY ACCOUNTANT 11 

It is quite possible that the above portrayal of the task 
of a railway accountant, lays too great stress on the under- 
lying philosophy of business management. It would, 
of course, be improper to so emphasize the record as to 
over look the immediate aim or purpose of business ao- 
coimting. This possibility was brought to the attention 
of the author by a criticism on the manuscript of this 
chapter by an accountant of one of the leading railways 
of this country. His criticism is worth quoting. He sa3rs: 

''You have quite a different point of view than the 
ordinary Accountant or Auditor. The purpose of the 
revenue accoimts is to secure the revenue accruing as the 
result of the activities of the corporation. All accounting 
methods have as a purpose to 'get the money.' Thus, 
a freight waybill is reported to the Auditor by the Agent 
at the originating station and also by the destination 
station. The Auditor thus secures the information upon 
which he requires the remittance of the revenue (if pre- 
paid from the original station and if collected from the 
destination station). The checking done by the Auditor 
is not so much to secure a correct record and complete 
report, as to secure the entire revenue through the means of 
these reports, and incidentally he secures a correct record." 

The point mrged by this criticism is readily acknowl- 
edged. The primary task of an accoimting department 
is to audit revenues and check expenses and, untU ade- 
quate provision is made for the accomplishment of this 
task, it would be useless to consider the philosophy that 
lies in accoimting records, or the scientific character of 
dassifications. It may, however, be questioned whether 
or not the record thus "incidentally" secured from the 
routine of primary audits will prove to be a practicable 
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or a helpful method for testing current operations or for 
outlining future policies. Such records do not come of 
themselves: on the contrary, they are the product of 
extensive study and iniOnite care. In any case, it is this 
narrower phase of the process of railway accounting that 
claims the chief attention of the present discussion. The 
author does not feel that his study or experience is worth 
much in the practical management of a railway auditor's 
office. This book is a conmientary and deals with fun- 
damentals. 

The responsibilities of the railway accountant have 
been identified for so many years with the task of the 
bookkeeper that it seems necessary, at the outset of a 
treatise dealing with railway accounts, to thus emphasise 
the imique position which the accountant occupies in 
the organization and administration of a great industry. 
The accountant stands at the center of an organized in- 
dustry; every transaction passes through his hands; every 
problem must receive the imprint of his mind, for it is 
he who supplies, in concrete form, the information upon 
which reliance must be placed for deciding administrative 
policies. No other single officer of a great industry is 
required by virtue of his official position to know as much 
of all operations in all departments as the accounting 
officer. This is the explanation of a very significant fact 
disclosed by the recent history of great industries; namdy, 
that of the development of the bookkeeper into an execu- 
tive officer. The modem railway accoimtant is no longer 
a clerk whose duty it is to keep records according to in- 
structions received from others. On the contrary, he has 
become a critic, responsible for detecting uimecessary 
wastes in operation, and for testing the efficiency of cur- 
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rent administration. He is responsible, also, for exposing 
incompetence, whether of departments or of policies, and 
for pointing out those tendencies in the business world, 
the rec(^nition of which is essential to the successful 
administration of a property. It is no accident, therefore, 
that the railway accoimtant of to-day is classed among 
the higher executive officials in the organization of Ameri- 
ican railways. 

§ 3. The Accountant as an Historian. — Since accounts 
are records of current transactions, it follows that the 
books kept by the accountant, provided they are properly 
kept, fiunish a large part of the material out of which 
the development of a railway may be written. These 
records, taken in connection with the minutes of the 
Board of Directors, are, or should be, an authoritative 
histoiy of the property. It is a serious reflection upon 
the manner in which an accountant has performed his 
appointed task, should his books prove to be either in- 
complete or inaccurate records of the growth of the prop- 
erty to which they pertain. From this point of view, 
the accounting records of American railways are open 
to the most serious criticism. Construction accounts, 
for example, are not satisfactory when used in the general 
balance sheet statement, and it is because this is true 
that Congress finds it necessary to tmdertake a valuation 
of railway property. The function of an accountant as 
an historian cannot be overlooked in a statement of his 
responsibilities. 

§4. Conclusions of an Accounting Statement — It 
was said above that the process of accounting is made 
up of a series of statements leading to definite conclusions. 
It should next be noted that, according to the usual form 
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of accounting statements, these conclusions are expressed 
as a balance of debit and credit entries. The conception 
itself is very simple, although the correct use of debit and 
credit entries in a complicated statement, is somewhat 
difficult. In dealing with debits and credits, the account- 
ant has to do with the plus or the minus, the more or the 
less, the surplus or the deficit, the above or the below of 
an assumed zero, a conception that is familiar to all who 
make use of mathematical or logical reasoning. 

Accounting balances are of two kinds. They may be 
the sum of entries properly classified, all of which are 
debits or all of which are credits, or they may be the 
difference between the totals of a series of debit and 
credit entries; but whether aggregations of congrous en- 
tries, or a balance of entries of opposing tendencies, the 
figure arrived at is the quantitive measurement of a force, 
of a condition, or of a tendency, upon which the adminis- 
trative officer must rely for framing and carrying out a 
successful business policy. 

There are as many balances as there are accounting 
statements, and as many accounting statements as there 
are transactions of sufficient importance to require defi- 
nite measurement. Such balances, although not final 
or fundamental, serve a very definite purpose. They 
are struck when some operating officer desires specific 
information upon a particular condition, or for the pur- 
pose of testing the results of experiments in current opera- 
tion. Balances of this class are of the utmost importance, 
and the ease with which they may be made goes far to 
declare a satisfactory system of accounts. 

These are not, however, the fundamental balances to 
which all accounting records contribute. Th^ fundamea«> 
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tal balances are four in number; namely, the balance 
which measures the cost of the property, the balance 
which measures net operating revenues, the balance 
which measures the current surplus or deficit, and the 
balance sheet statement of accimiulated profit or loss. 
The movement in these balances from year to year dis- 
closes, to one who knows railway operations and railway 
accounts, the direction in which the property is moving. 
They are guides for the judgment of the investor, and a 
measure for those who desire to know the degree of pros- 
perity which has attended the operation of a property. In 
the analysis of these balances will be found a test of the 
efficiency and accuracy of the accounting department. 
It is from them that an outside auditor, or an examiner 
sent by the government, will start his investigation. If 
it is found that the compilations and entries from which 
these balances are struck are correct in themselves, as 
proven by checking against the original papers, and that 
they conform to properly drawn definitions and classifica- 
tions, the work of the accoimtant will be approved, and 
the balances themselves will be declared worthy of con- 
fidence for whatever purpose they may be used. If, on 
the other hand, an analysis of these balances shows that 
they include entries not covered by their titles; that the 
ledgers or summaries from which they are drawn are 
confused in definition or classification; or that the field 
notes, vouchers, or original papers are indefinite or im- 
certain as to the entries which they carry; — ^the accounting 
department which discloses such results is open to severe 
censure. The d^ree of confidence which may be placed 
in the integrity of the four balances named is one of the 
accepted tests of sound accounting. 
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§ 6. The Compelliiig Character of an Accounting 
Role. — It is claimed that accounting is a science, and 
however disinclined one may be to make use of high- 
sounding phrases, he is obliged to conclude that railway 
accoimting, at least, comes very near making good the 
claim. The fact that eveiy system of accoimts rests on 
analysis of functions, and finds expression through clas- 
sifications, is not urged in support of this proposition^ 
While these are marks of scientific prooediu^, they do not 
of themselves constitute science. The commonly accepted 
proof that a body of organized knowledge has attained 
the rank of an established science, is the coercive or com- 
pelling character of the generalizations to which it gives 
rise and which come to be known as scientific laws. Laws 
of life, for example, compel universal recognition because 
it is known that to disr^ard them results in death. This 
means that the facts of life have been analyzed and clas- 
sified, that enduring casual relations have been disclosed 
through experiment or observation, and that, as a result 
of this kind of study, the conditions which minister to 
the maintenance of health and the perpetuation of life 
are known. Such a body of knowledge constitutes a 
science, and out of it spring the rules according to which 
life must be maintained. No one questions the compelling 
or coercive character of such rules. They are merely an 
expression of the inevitable result of certain lines of con- 
duct and, as rules of conduct, are self-executoiy. 

In much the same way can it be said that established 
rules of accounting are generalizations for the guidance of 
business conduct, a disr^ard of which is a step in the 
direction of business disaster. These rules are items in 
the general law of business success. They compel ob- 
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servanoe because a business which ventures to act con- 
trary to their diction sooner or later ceases to exist. This 
truth is especially pertinent for great industries which, 
like railways, have assumed the corporate form, and 
which are organized and administered on the assumption 
of perpetual existence. Endurance is for them a phase of 
success and, in order to continue to live, the observance 
of the fimdamental laws of business conduct is essential. 
These laws find their most concrete expression in account- 
ing rules. Two or three illustrations will make clear what 
is meant by the compelling character of the g^eraliza- 
tions touching business conduct to which the science of 
accounting gives expression. 

It is an accepted rule of accounts (in this instance, also 
an accepted rule of law) that dividends should be paid 
out of current or past profits. The only other source from 
which they may be paid is capital, and the declaration of a 
dividend which touches capital is not only a lie to the 
stockholders but it results in the dissipation of their assets. 
It is an abuse of the trust which the proprietors of the 
business have reposed in the management and an act 
which, if continued, must result in bankruptpy. This 
does not apply to the payment of guaranteed dividends, 
for such payments are in the nature of interest. The 
illustration refers to ordinary or preferred dividends which 
must be earned to justify their payment. 

Again, the declaration of a net revenue, or of a surplus, 
without having included in the deductions from revenues 
all forms of expense incurred in the production of such 
revenues, is contrary to an established rule of accounting. 
Such practice tends to the dissipation of assets and leads 
inevitably to financial embarrassment, if not to final dis- 
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aster. An accounting rule which requires that adequate 
repairs, replacements, and depreciation should be made a 
current charge against revenues, is a business law of self- 
preservation. 

In every treatise on accounting one may read the asser- 
tion that the statement of the accountant, which rests on 
the accruals of earnings and expenses, rather than the 
statement of the treasurer, which rests on cash receipts 
and cash payments, should be accepted by the manage- 
ment when framing a program which touches the use of 
funds. A balance m the bank is no proof that a business 
is in a prosperous condition, or that this cash may be 
safely withdrawn from the business or used for improve- 
ments and extensions. A bank balance fails to disclose 
outstanding liabihties. Many business disasters are 
traceable to a disregard of this simple distinction between 
accruals and cash. Railways in this country, and indeed 
most large industries, acknowledge this rule to stand for a 
rule of business conduct that should not be disregarded. 
Municipalities and states, on the other hand, have not 
yet learned this simple lesson, a fact that goes far to ex- 
plain the frequent failure of municipal business imder- 
takings. 

The above illustrations give an idea of what is meant by 
the compelling character of accoimting rules. There is 
nothing captious or arbitrary about these rules. They 
are not developed by a theorist writing on business con- 
ditions, nor are they promulgated on the authority of the 
accountant. On the contrary, they are drawn from the 
school of experience, or read from the records of those in- 
dustries that have survived the struggle for business 
existence. 
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The recognition of the scientific character of accounting 
rules throws a flood of light on the responsibilities of an 
accountant. The management of an industiy, especially 
if its securities are quoted on the stock market, is under 
constant temptation to sacrifice true prosperity for 
apparent success, and there is sufficient speculation and 
risk in all business enterprises to invite an occasional de- 
parture from sound business rules. It is one of the func- 
tions of accoimts to resist this temptation, and this may 
be done without personal controversy, provided the 
accountant has organized his system of operating records 
in complete and detailed recognition of the scientific 
requirements of enduring business success. Under such 
conditions, there can be no margin of uncertainty. Any 
question as to the form of a statement which presents 
operating results is decided before the time when the state- 
ment is made. The interpretation to be placed upon 
figures, also, is determined by the instructions and def- 
initions covering original entries, voucher records, and 
ledger charges. There is little need for an accountant 
to come into conflict with officials or directors, provided 
the system of accoimts which he administers from day 
to day rests upon deflnitions which are accurate, and 
classifications which are scientific. The compelling char- 
acter of the accoimting principles to which he has adjusted 
his records will command obedience. 

§ 6. Dual Responsibility of an American Railway Ac- 
GOimtant. — ^In all coimtries where railways exist, their 
public or quasi-public character is fully recognized. In 
most countries, railways are owned by the state and are 
administered according to the principles of public rather 
than of private finance. In this country, however, the 
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policy of private or corporate ownership is maintained, 
and the interests of the public are conserved by the exer- 
cise of administrative supervision on the part of the gov- 
ernment. There is no need of analyzing this policyi much 
less of considering its relative merits or demerits. It is 
enough for our present purpose to recognize that private 
ownership under public control is an established policy, 
and that, as the result of more than forty years' expen&icef 
railway commissions, both federal and state, are the 
agencies for the exercise of this control The rdatioii 
which the railway accountant sustains to the government 
under this program of administrative supervision, is worth 
mention, as showing the peculiar responsibilities assumed 
by railway accountants in this coimtiy. 

This relation finds its best expression in the language 
used by the Interstate Commerce Conunission from 1907 
to 1914, in its orders promulgating the various original 
classifications of the present sjrstem of railway accounts. 
It was the purpose of these orders to hold the chief ac- 
countant of each railway personally responsible for the 
observance of all accounting rules. The order specifically 
said that ''each and every person directly in charge of 
the accounts ... is hereby required to see to, and under 
the law is responsible for" the correct application of the 
accounting rules laid down in the classifications. 

This means that a railway accountant in the United 
States is under a dual responsibility. He is responsible 
to the corporation for faithful service and for carrying 
out the instructions of superior officers with r^ard to 
accounting matters, so long as those instructions do not 
conflict with rules and principles laid down by the Com- 
mission; on the other hand, he is responsible to the Com- 
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mission for a strict observance of the rules which it lays 
down. In the old days, an order from the executive officer 
or a general manager to make a report or to pass a voucher, 
was accepted as final by the accountant; at present, the 
accountant is obliged to check the instructions received 
from his superior officers in the corporation against the 
accoimting orders he has received from the Interstate 
Commerce Commission, and to exercise his personal 
judgment as to the legality of such instructions. He sus- 
. tains a responsibility to the government as well as to the 
corporation. This is a somewhat novel adjustment in 
American procedure and one that, on the whole, seems to 
have worked with a fair degree of success. The task of 
an American railway accountant is determined in large 
measure by the dual responsibility under which he works. 
The orders which accompany the ''Issue of 1914" of 
the various classifications of accounts make no reference 
to the personal responsibility of accoimting officers. Why 
this change was made in the form of the order has never 
been explained, nor does it make much difference in the 
actual situation. Where a business is owned by a corpo- 
ration but controlled by the government, the accountant 
cannot evade the dual responsibility imposed upon him 
by virtue of his official position. 



CHAPTER n 

STRUCTURE OP A SYSTEM OF RAILWAY 

ACCOUNTS 

The structure of a 83rBtem of railway accounts should 
conform to the analysis of the business to which it per- 
tains, and be so drawn as to provide a set of records that 
will ensure the grouping of congruous items. The fint 
of these considerations regards a system of accounts as 
the machinery of primary audits; the second holds in 
mind the operating and statistical uses made of accounting 
records. Tins second point of view is of special signifi- 
cance, inasmuch as the grouping of incongruous items will 
produce totals that have no meaning for the operating 
officer who is responsible for efficiency and economy, or 
for the railway statistician whose task it is to measure 
differentials, to trace tendencies, and to forecast results. 
Reduced to its final terms, accounting is the science of 
classification; but the classification which is to serve as 
the basis of the science must itself be based on an intelli- 
gent analysis of agencies and functions. It is the purpose 
of tins chapter to outline such an analysis, and to select 
those considerations that give character and form to the 
established S3n3tem of American railway accoimts. 

§ 7. Agencies of Transportation. — The agencies of 
transportation with which a railway accountant is called 
upon to deal may be readily listed. These primary agen- 
cies are: 
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Steam RaHways, 
Electric RaUways, 
Carriers by Water, 
Pipelines, 
The Postal Service, 
Express CompanieSi 
Sleeping Car Companies, 
Private Car lines, 
Telegraphs, and 
Telephones. 

All these agencies are covered by those federal enact- 
ments which have for their purpose the exercise of govern- 
ment control over transportation. They all stand for 
property used in transporting goods, passengers, or in- 
telligence. They fall with the meaning of the phrases 
''common carriers," ''raiIwa3rB," or ''instrumentalities 
of transportation," as those phrases have been legally 
interpreted. 

This idea of a comprehensive system of national trans- 
portation is a matter of growth. The law of 1887, by 
which the Interstate Commerce Conmiission was created, 
as this law was interpreted and administered, assiuned 
federal jurisdiction over interstate steam and electric 
railwa3rs, and water lines if operated in connection with 
such railways. The rewriting of this law in 1906 extended 
the meaning of the term "conunon carrier" to include 
express companies and sleeping car companies. By the 
same revision of the law, the term "transportation" was 
extended to include private car lines irrespective of owner- 
diip, and of any contract covering their use. Telegraphs 
and telephones were formally recognized as a part of the 
public transportation system of the coimtry in 1910, when 
th^ were declared by statute to be oonunon carriers. 
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The postal service is a government monopoly and is ad« 
ministered directly by government officials, but it camiot 
on that account be excluded from the list of transporta- 
tion agencies. 

Many agencies are included in the transportation sys- 
tem, besides those named in the above list. Thus, the 
term "railroad" is defined to include bridges and ferries 
used in connection with a railroad; also switches, spurs, 
tracks, and terminal facilities; as well as freight depots, 
yards, and groimds used or necessary for transportation. 
Ice plants, ventilation and refrigeration plants, storage 
and transfer facilities, and the like, are "instrumentali- 
ties ... for the handling of property transported." All 
this makes evident the comprehensive character of busi- 
ness transactions to be covered by a 83rstem of transporta- 
tion accounts. 

It would, of course, be possible to provide an independ- 
ent set of accoimts for each of the transportation agencies 
listed above; but such is their interdependence, when 
joined for the production and sale of a continuous flow of 
transportation, that the result would be far from satia- 
factoiy. It was doubtless the recognition of this fact 
that led Congress to embrace all agencies, "facilities/' 
and "instrumentalities" of transportation in its provision 
for a £fystem of transportation records. This treatise is 
confined primarily to railway accoimting, but in order 
to understand railway accounts, they must be regarded 
as a part of a general scheme. It is essential that the 
structure of railway accounts should be so drawn as to 
intermesh with the accounting structiu^ of other agencies 
of transportation wherever there is, or may be, contractual, 
financial, or operating contracts. 
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As a matter of informatioDy it may be said in passing 
that, in the formulation of a standardized system of 
records for transportation agencies in the United States, 
the requirements of railway accounting, strictly defined, 
were first considered, and the accounting structure thus 
devised was modified to meet the peculiar requirements 
of other agencies. In quite a nimiber of instances it was 
found necessary to revise the original draft devised for 
railways in order to provide for some essential character- 
istic of a minor agency. In this manner, an harmonious 
framework of a general system of transportation account- 
ing was worked out. A railway accountant ought to be 
familiar with all phases of. transportation accounting in 
order to be a good railway accountant. 

§ 8. The Accountant's Definition of a Steam Railway. 
— Every department of that complex organization known 
as an operating steam railway acts upon its own peculiar 
conception of what constitutes a railway. Each depart- 
ment, or bureau of a department, lays stress on those func- 
tions for which it assumes responsibility. The accountant, 
however, is an excq)tion to this generalization. By virtue 
of the peculiar responsibilities of his office, he is forced to 
accept a sufficiently broad definition of a railway to cover 
all classes of property, all functional organizations of prop- 
erty, all instnunentalities of transportation, and all agree- 
ments, contracts, or financial interests which possess an 
adequate d^ree of independence to warrant a separate 
record and a personal history. For him a railway is made 
up of a large nimiber of interdependent accounting units. 

The best expression of a railway accountant's concep- 
tion of a railway is found in the index to his general ledger, 
provided, of course, this ledger is in fact a general ledger. 
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It 18 rather the idea of a ledger than the ledger of current 
practice that justifies this statement. It may be more 
convenient as an office adjustment to carry several ledgers, 
but somewhere or somehow their balances must be as- 
sembled. Where sub-ledgers are opened to carry the 
details of special groups of items, such sub-ledgers are, 
strictly speaking, a part of the general ledger. 

The accounting units recognized by the ledger index, if 
defined in this comprehensive way, may be roughly clas- 
sified as units of property, units that stand for operating 
agreements, and irnits based on contracts. Each of these 
may properly claim cursory consideration. 

Property. For a complete classification of property used 
for railway purposes, one must rely on the anal3rsis of 
the construction engineer, and this analysis is recognized 
as final and controlling in the formulation of certain of the 
accoimting classifications. But the accoimtant cannot 
safely arrest his analysis with the orderly listing of prop- 
erty. He is obliged to go beyond the property regbter 
to consider the business purpose for which these various 
units of property were constructed, and to group them 
in such a manner as to disclose the specialized services of 
each. 

Under the conventional term "railway," the accountant 
sees main line, branch line and feeder ; side track for pass- 
ing, side track for storage, and track to car sheds, round 
house and shop; he sees yard tracks, stock pens, elevators, 
and — what is now coming to be of peculiar significance — 
terminals; he regards bridges, lighters, car ferries, and the 
like, not alone as property, but as operating disabilities; 
he sees also industrial lines, switching lines, belt lines, 
each with its own peculiar business character; in short, he 
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looks at property of all kinds and all sorts in its relation 
to the production of a final net surplus, and consequently 
groups it in his records according to the relation it bears 
to this result. It is the peculiar service rendered by dif- 
ferent kinds of property that gives character to the ac- 
countant's definition of a railway, so far as that definition 
has to do with physical elements. 

Operating Agreements. The organization of a property 
for operation demands of the accountant an extended list 
of specialized records. 

A large property, in order to realize economy and effi- 
ciency, must be divided into a nimiber of functional or 
divisional units, each of which presents peculiar problems 
and calls for separate records. Many agencies, also, 
must be used which are not included in railway property, 
and for each of which an open accoimt must be main- 
tained. But of especial importance i^ the fact, that 
economy of operation requires that certain classes of 
railway property should be used jointly by two or more 
raOwajTS, such as joint yards, joint tracks, joint terminals, 
and the like, each of which in its effect on accounts become 
a separate transportation agency for which specialized 
records are required. In both revenue and expense 
accounts, the proper treatment of joint facility records 
has come to be an important accoimting problem. The 
development of through traffic also calls for a specialized 
sjrstem of audits designed to secure a proper distribution 
of jointly earned revenues, and has resulted in an inter- 
change of cars so extensive and so difficult to control that 
car accounting has come to be a specialized branch of 
railway accounting. Joint traffic is also responsible for 
interline freight-claim accounting, whiqh has grown to 
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such dimensions as to take its place as an independent 
bureau of the accounting department. 

The truth is that the railway system of the United 
States has come to be a unified, standardized syst^n, so 
far as the technique of construction and operation is 
conoemedy a result which could not have been accom- 
plished except by the specialization of accounting records 
and the formulation of uniform rules, wherever independ- 
ently owned properties come into contact for the purpose 
of co-operative operation. It is this situation which gives 
to American railway accoimting a significance of its own. 

Contradual Unity. The accountant's definition of a 
railway unit recognizes, also, the contractual unity of a 
large number of independently owned properties. The 
Statistical Division of the Interstate Commerce Commis- 
sion carries on its mailing list the names of more than two 
thousand railway corporations that maintain, for one 
reason or another, an independent legal existence. Of 
this nimiber, something over eight hundred are ''independ- 
ent operating roads." The number of railwa3rs that re- 
ceive a gross revenue of one million dollars and above are 
one himdred and eighty-three, which lines cover eighty- 
nine per cent of the operating mileage of the country and 
ninety-seven per cent of the operating revenues. If these 
so-called independent railways were grouped by i^ystems, 
the impression of a centralized financial interest, as well 
as of operating control, would be emphasized. This cen- 
tralization is attained by contractual organization, but 
each contract comes to be for the accountant a distinct 
legal entity whose interests must be separately measured 
and truthfully recorded. 

Ftom the above cursory statement, it is apparent that 
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the accountant's definition of a '' steam railway " does not 
eaq>re68 a simple conception. It covers many classes of 
property, many kinds of interline agreements and many 
sorts of inter-company contracts. The accountant does 
not control commercial and business conditions. He must 
take them as they are, and devise for them a system of 
records which, while comprehensive and accurate as to de- 
tails, will not only meet the needs of the various classes 
of operating officers, but at the same time work into a 
few generalizations and simple statements that may be 
accepted as measuring the degree of success attained by 
the business, and as showing the probable trend of the 
business for the futiu^. His task is no light task. 

§ 9. Analysis of Railway Functions. — The selection 
of a satisfactory framework for railway records and ac- 
counts calls for the anal3n3is and correlation of railway 
functions. Not all of the functions disclosed demand 
q)ecial accounting recognition, but all without exception 
fall within the survey of the accountant and touch, either 
directly or indirectly, his responsibilities. The analysis 
here submitted may not be satisfactory when considered 
from all points of view, but it does serve to indicate those 
general groupings of transactions which determine the 
accounting structiu^. It follows the normal growth of 
the business and, in order that the discussion may not be 
unduly extended, it is submitted as an outline with cursory 
comment. 

OUTLINE OF TRANSACTIONS 

CoNSTBUcnoN. Construction, as here used, stands for 
the building of the physical property. Expenditures 
for construction are the "cost of property'' ready for 
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operation, exclusive of so-called ''developm^t coBtB.'' 
It covers the three following functions: 

1. Economic Engineering, which covers the prelim- 
inary commercial survey, the study of traffic c(»i- 
ditions, the localization of material for construction 
and operation, the character and cost of labor, and 
all other information necessaiy to enable an in- 
vestor to determine whether or not a proposed 
investment of capital is safe and wise. 

2. Construction Engineering, which covers the invest- 
ment of money with a definite physical form. It 
covers ''original construction/' and construction 
technically known as extensions, improvement, 
additions and betterments. 

3. Financial Engineering, which assumes the task 
of furnishing the money required for construction 
work in adequate amounts and at the time when 
the money is needed; of determining the kind of 
liabilities to be assumed by the enterprise as a 
means of obtaining the necessary funds; and of 
deciding on the corporate form to be assumed by 
the property. System building, also, is a financial 
function. 

Oboanization. Organization is never an accomplished 
fact. Constant change in the conditions under which 
railway property is administered demands a corre- 
sponding change in the form of operating and of ad- 
ministrative supervision. Frequent readjustments 
are necessary to guard against disint^ration of con- 
trol and to ensure the operation of the property at 
its highest economic efficiency. For these reasons, 
organization, like construction and operation, is 
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treated as a railway fuDction. It covers the foUowiDg 
lines of adjustmeDt, each of which shapes, to some 
ezteDt, a qnstem of railway accounts. 

1. OrgamzaHan far CorUrd. This phase of organiza- 
tion contemplates a clear demarkation of author- 
ity and a definite localization of responsibility. It 
discloses to the accountant the source of the au- 
thority upon which he must rely for all primary 
audits and accounting records. Indeed, the organ- 
ization kjS the Division of Accounts is determined 
by the general organization of the property for 
the pmpose of control. The distribution of items 
in the accoimts follows in large measure the operat- 
ing organization of the property. 

2. Or(^ni2a(ian 0/ /n(er-(ieparfm6ntol ReZafo'on^. These 
relations may be either administrative or operating; 
they may reflect either the "divisional" or the 
"functional" theory of control. They are of im- 
portance in shaping a system of accounts because 
th^ determine, in large measure, the form and 
contents of statistical statements designed to secure 
efficiency and economy. 

3. (kganizoHon of Inter-operaiing Relatians. Under 
this head are included that large number of con- 
tracts or agreements by which the property of 
different companies or agencies are brought under 
an orderly, continuous, and standardized control. 
While they do not affect in any marked degree 
the broad structiu^ of accoimting classifications, 
they do, because of the relative equities involved, 
submit to the accountant some of the most difficult 
problems with which he has to deal. The structure 
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kjS an accounting i^tem must be adjusted to the 
requirements of the contracts and agreements 
that underlie this phase of organizaticui. 

4. Organization far Standardized Practice, Reference 
was made above to the fact that American rail- 
ways have come to be an operating unit notwith- 
standing the fact that they are owned by private 
companies. The bearing of this phase of organiza- 
tion upon the structure of railway accoimts, is to 
place emphasis on the necessity of a imiform treat- 
ment of inter-line audits and records, and a uni- 
form practice in rendering and accepting inter- 
line and inter-company bills. The structure of an 
accounting system for every railway should be so 
drawn that its balances, combined with corre- 
sponding balances of other roads, will produce 
correct totals for all roads. 

5. Organization affected by Oavemment Superrieion. 
As already eicplained, the railway accountant is re- 
sponsible for the observance of accoimting orders 
promulgated on government authority. Every ad- 
ministrative ruling of the government, and every 
law touching railway practice, must be known by 
the accountant, and the structure of his accounts 
must be adjusted accordingly. The point is that 
the government, so far as it may see fit to exercise 
the function of administrative supervision, must 
be recognised as a source of positive authority, 
and no accounting structure wiQ be satisfactory 
that is not adjusted to this situation. 

Opkration. In its ccmiprdiensive sense, raflway opera- 
tion covers the maintoiance of the property, the 
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sale of transportation, the service of transporta- 
tion, and those functions of general supervision and 
managemmt which make the transportation ma- 
chine work smoothly in all its parts. The credit 
transactions that spring from railway operation give 
rise to what is known as Revenue accounting. The 
classification of revenues and the rules laid down for 
the audit and the entry of revenue constitute a dis- 
tinct, semi-independent branch of railway records. 
The same may be said of debit transactions arising 
out of operation. This gives rise to Expense account- 
ing; that is to say, to the classification of and rules 
for recording operating expenses. 

Under operation, also, are included the manage- 
ment of properties whose capital is covered in the 
general balance sheet, but whose services are con- 
nected with the business of transportation in an in- 
direct manner only. The manufacture of ice for 
refrigeration, and the operation of dining cars, are 
illustrations of such operations. The records of 
operations of this class must be kept separate from 
those (^ transportation proper, — or at least they 
should be kept in such a manner that no confusion 
may arise as to the various sources of revenues or 
occasions for payments. 

Railway operations, however, exclude a business 
entirely fordgn to transportation, notwithstanding 
the fact that the capital with which such a business 
is carried on is furnished by a railway corporation. 
In case a railway owns and operates timber property, 
or coal fields, the management of these properties 
should be regarded as entirely outside the legitimate 
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business of transportation, and the accounts should 
reflect the separation. A i^ystem of railway accounts 
should be confined to the service of transportation. 

Further analysis of the operating functions of a 
railway would encroach upon the special discussion 
of revenues and expenses which will claim subsequent 
attention. From what has been said, it must be 
evident that the larger number of railway transac- 
tions to be recorded center in operation and, con- 
sequently, that the requirements of operation exert 
a very considerable influence on the structure of a 
system of railway accounts. 
Corporation Transactions. Every business carried 
on for profit is clothed by the accountant with a 
distinct personality. This he does in order to meas- 
ure the periodic gain or loss resulting from the activi- 
ties of a property, or to ascertain its financial stand- 
ing. In the case of a railway this may be readily 
done, for most railways are incorporated and, on 
this account, are able to express their business unity 
through the legal personality which incorporation 
creates. It is the corporation that borrows money 
and assumes the liability of accruing interest. It is 
the corporation that invests money in foreign enter- 
prises and is the recipient of the accruing benefit 
in the form of dividends, interest, or profit. It is the 
corporation that acts as trustee for funds belonging 
to its employees, and by contract becomes a con- 
tributor to such funds. It is the corporation as an 
individualized unit that enters into a quasi-agreement 
between itself as a person and the business which it 
represents. The adoption of a rule that the amortiza- 



STRUCTUBE OF SYSTEM OF RY. ACCOUNTS 36 

tion (A discounts on outstanding bonds shall be spread 
over the life of the bond, may be cited in illustration 
of such a quad-agreement. 

The point here emphasized is that the business 
functions of a property, those fimctions that bear 
the imprint (^ contractual personality and financial 
responsibility, are essentially different from the 
operating functions that arise on account of the 
industrial use of the physical property. This dis- 
tinction is most significant, for it draws the line 
between the revenue accounts and the income ac- 
count. 
Functions of Ownership. Back of the corporation, 
which as a legal personality holds the title to the 
property, stands the stockholder who is the actual 
owner, and the bondholder who is the contingent 
owner, of the property. The analysis of functions 
that pertain to an active railway cannot be closed 
without reference to those transactions by which 
the owner's interest is expressed. Is there a deficit,— 
how is the deficit to be met? Is there a surplus, — 
for what is the surplus to be appropriated? Ques- 
tions like these and many others touching general 
policy, future development, the balancing of present 
and future interest, are ever present and demand 
continuous answer. Transactions resulting from 
instructions relative to general policy center in what 
the econcHnist calls the entreprenneur's interest, but 
which more simply expressed, is the interest of the 
owner. All transactions of this sort reflect the de- 
cisions of the management, and the accounting 
structure should be such as to enable them to be 
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easily traced and their results accurately measured. 
The iDfluence of the owner may be seen through the 
entire accounting system, but it is especially appar- 
ent in the appropriation records and the general 
balance sheet. 
i 10. The Classiflcation.— Notwithstanding the some- 
what extended list of transportation agencies, the diver- 
sity of definitions descriptive of steam railways, and the 
broad field covered by the analysis of railway functions, 
the general structure of railway accounts is compara- 
tively simple. It is a triumph in the art of analysis that 
the complicated transactions of railway construction, 
railway operation, railway financiering, and railway 
policy-making, can be satisfied by so simple a structure 
as that which underlies the standardized i^ystem of ac- 
counts used by American railways. The classifications 
which comprise this system, and which were promul- 
gated by the Interstate Conunerce Commission for the 
use of internstate railways, are given below. The titles, 
and the order of presentation are slightly different from 
the Issues of 1914 appended to this treatise. 
I. Classification of Expenditures for Road and Equipment. 
This classification covers the cost of the property 
as shown by the records of the construction ragineer. 
It covers the original cost and the cost of extensions, 
additions and betterments to the propa1;y subse- 
quent to the date when it is taken over for the pur- 
pose of operation. The balance shown by construc- 
tion records is the first figure that appears on the 
assets side of the general balance sheet. The de- 
tailed discussion of construction accounting will be 
found in Chapters III and IV of this treatise. 
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II. Classification of Operating Expenses. What is tech- 

nically known as operating expenses is confined 
to the direct cost of rendering the service of trans- 
portation, but the expenses incident to ancillary 
operations must be added before arriving at a total 
for the purpose of disclosing the net revenues of 
operation. A discussion of this class of debit transaor 
tions is found in Chapter V. 

III. Classification of Operating Revenues. This classifica- 
tion covers the credit side of transportation services. 
It covers, also, or rather there is combined with it 
before arriving at the gross of operating revenues, 
such revenues as accrue from operations ancillary to 
transportation by rail but which are not, strictly 
speaking, transportation services. The balance 
which results from deducting operating expenses 
from operating revenues stands for the current 
operating profit. It is the net operating revenue. 
The consideration of this phase of accounting will be 
found in Chapter VI. 

IV. Classification of Income Accounts. From the net 
revenue from operations are deducted taxes. The 
remainder stands for the operating income of the 
c(Mporation. To this are added the contractual in- 
come which accrues from investments, and the sum 
is the gross corporate income. Agaiost this amount 
is charged contractual payments, such as interest, 
rent, and the like, and the remainder is the surplus 
at the disposal of the corporation. It may be paid 
out in dividends, it may be retiuned to the property, 
or it may be carried as a free accumulated surplus. 
The debit and credit entries thus outline^ make up 
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the income account. It is a separate statement and 
complete in itself, for the reason that it reflects the cor- 
poration's contractual interests. The resulting bal- 
ance gives the annual corporate surplus. A discussion 
of the income account will be found in Chapter VII. 

V. The Profit and Loss and Appropriation Accounts, In 

order that the accountant's records may reflect a true 
history of the life of the property, it is necessary that 
the transactions of a current year should be incor- 
porated with the accumulated results of past transac- 
tions. This is the peculiar fimction of the profit and 
loss accoimt, of which the appropriation accounts 
may perhaps be regarded as a part. These accounts 
also disclose the operating and financial policy of 
the management, and for that reason, if for no other, 
should be r^arded as an independent group of com- 
prehensive accounting entries. These topics form 
the basis of discussion in Chapter VIII. 

VI. The General Balance Sheet. The general balance 
sheet is the center of the accounting system. Its 
purpose is to disclose the financial standing of the 
property on the date on which the balance is struck. 
It submits a comparison of assets and liabilities, 
properly classified, and the final balance which the 
comparison shows, is the measure of the accumulated 
surplus or accumulated deficit resulting from the 
operation of the property during its operating exist- 
ence. This surplus is subject to an analjrsis which 
discloses, in some d^ree at least, the character of 
the assets which the surplus represents. Its function, 
also, is distinct. The balance sheet is considered in 
detail in Chapter IX. 



CHAPTER III 
CONSTRUCTION COSTS PRIOR TO OPERATION 

Fbom the construction accounts of a railway, one should 
be able to read the cost of its physical property. For the 
most part, these accounts cover items of expenditure for 
material and labor used in the building of a railway plant, 
and the amounts spent in the purchase or building of 
equipment; but they also provide for the recording of 
incidental receipts that accrue, or credits that are made, 
while the property is under construction. The balance 
of these debit and credit entries should give the true cost 
of the physical property to the investor. 

Railway construction accoimts are commonly confined 
to the building of the physical property; they have nothing 
to do with the building of a business through the use of 
such property. What is sometimes called the ''develop- 
mental cost" is a different thing in itself from con- 
struction cost, and involves a different class of ex- 
penditures. It may be that, for certain purposes, these 
two classes of expenditures should be brought together, 
but that does not mean that they belong to the same 
accounting classification. The construction accounts 
used by American railways are properly confined to the 
building of the physical plant. 

The balance of construction accounts, if struck at the 
time the property is transferred from the contractor or 
construction engineer to the operating department of 
the railway, stands for the original cost of the property; 

39 
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if the balance be struck at a date later than the date of 
transfer, it stands for original cost as affected by sub- 
sequent transactions. It has little or nothing in common 
with present reproduction value (that ''fog 8one" of 
conmiissions and of courts); it may differ widely from 
inventories which are influenced by changes in prices sub- 
sequent to the close of original construction; it may evea 
lose in large measure its accounting identity as the result 
of expenditures for additions and betterments designed 
to realize the advantages of new inventions. But, not- 
withstanding all this, the figure is significant, and its 
content must be fully appreciated by one who desires to 
understand the first item which appears on the assets 
side of the general balance sheet; namely, ''Investment 
in Road and Equipment." It is the peculiar service of 
the classification of construction accounts to define in 
detail original cost. 

§ 11. Close of Original Construction Records. — Ex- 
penditures chargeable to the property account are either 
original expenditures or expenditures subsequent to the 
transfer of the property to open line work. The present 
chapter deals with original expenditures. It is sometimes 
difficult to determine correctly the date of transfer. Any 
uncertainty on this point may involve serious consequences 
for those who are interested in construction contracts or 
who assume operating responsibilities. Indeed, the 
amount chargeable to capital is itself affected by the date 
assigned for the close of the construction period. 

Interest during construction, for example, is a construc- 
tion charge, but an undue or unreasonable extension of 
the construction period would overburden the cost of 
property by unwarranted interest charges. The same 
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may be said (A the salaries of construction engineers, 
amortization charges (should such charges be allowed), or 
the maintenance of machinery used during construction. 

S^eral rules have been set up for the determination 
o( this date, but the most acceptable rule is the one which 
sdects the transfer of the interest charge from capital to 
revenue as proof of the transfer of the property from 
construction to operation. Not only is this rule definite 
and exact, but the conditions which justify a charge of 
interest to capital are so clear, as to render a continuation 
of that charge beyond the construction period a flagrant 
disr^ard of accounting principles. Some degree of opera- 
tion may be carried on during construction, and certain 
kinds of construction work may be done by the operating 
department, but the conditions which warrant such a 
procedure are not of the sort which render uncertain the 
proper treatment of interest charges. 

§ 12. Analysis of the Classification. — ^The standard- 
ized classification of construction expenditures provides 
for three general and sixty-two primary accounts. The 
general accounts are designated as: — 

Road, 

Equipment, and 
General Expenditures. 

Under the caption Road are included fortynaeven pri- 
mary accounts which cover the purchase of the right of 
way, the preparation of the right of way for the track, the 
track itself, and all appurtenences attached to the right 
ci way to make it ready for the movement of trains. It 
also includes all buildings and structures required for 
the production and sale of transportation, as well as road 
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machinery and tools to be used in the maintenance of the 
property when taken over for operation. A reading of 
the titles of the primary accoimts under this general head- 
ing will give a concrete idea of what is meant by the word 
Road. 

Under the general account Ek]uipment are included the 
cost of locomotives, of all sorts of cars, motor equip- 
ment, work equipment, floating equipment or ferries, tugs, 
floats, and the like, used in railway transportation, and 
of all other kinds of property classed as equipment rather 
than as road. In this classification road and equipment 
together cover all items of physical property designed 
for use in what is known as the railway service. 

General Expenses are those which must be incurred 
for the construction of a railway, but which are conmion 
to both Road and Equipment such as organization ex- 
penses, general office expenses, legal expenses, taxes, and 
interest during construction. The exceptions to this state- 
ment are neither numerous nor important. 

The selection of titles for the primary accounts is not 
so simple a matter. For the discussion of this question 
it may be well for the reader to familiarize himself with 
the titles that are used by the standard classification. 
These may be found in Appendix A. The general prin- 
ciples which control the selection of titles, however, may 
be readily stated. 

In the first place, these accounts stand for congruous 
groups of expenditure, and their relative amounts meas- 
ure the cost of specific classes of property or of services 
which are general to the entire property. The property 
itself, therefore, or the class of services rendered bj'' the 
property, suggests many of the titles given to the pri- 
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maiy accounts. For example, ''Engineering" covenr 
the cost of all surveys, drawings, specifications, and the 
Ukei preparatory to the work of actual construction. 
''Grading" stands for another group of congruous ex- 
penses, and the fact that grading is frequently done on 
contract gives an added reason for its separate treatment. 
"Bridges, Tunnels, and Culverts" are carried in a primary 
account. Their construction is a specialty, and in large 
jobs the supervision over their construction is given to a 
special department of the construction force. The ma- 
terial thus gathered for the scientific study of bridge 
construction is of itself ample justification for a separate 
treatment of bridge expenditures in the classification. 
The classification of primary accounts by congruous 
groups of expenditures reflects the peculiar interest of 
the construction engineer. 

In the second place, the respoDsibilities of the auditor, 
whose duty it is to certify to the accuracy of the con- 
struction charges, and to distribute capital expenditures 
in such a manner as to enable him to compile reliable and 
enlightening statements, should be permitted to influence 
the framing of a classification of construction expendi- 
tures. This means that the classification must fit the 
organization of the market which supplies the purchasing 
agent with those things that are needed for the construc- 
tion of a railway. The organization of the market reflects 
the organization of the industries that produce the ma- 
terial purchased, and this organization for production, 
in its turn, is determined by the extent to which and 
the manner in which the economic principle of division 
of labor is applied. In this fact is found the controlUng 
principle for the selection and definition of the primary 
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accounts which make up the classification of construction 
exp^ditures. Indeed, the test of a satisfactory classifica- 
ti<Hi is the extent to which it conforms to the principle 
of division of labor as shown by general business condi- 
tions. If it should be foimd that these classifications are 
out of line with the line that separates those iadustries 
that produce the goods that railways need, this fact would 
be a serious criticism on the classification. 

One cannot say, however, that the selection of the 
primary accounts found in the standard classification of 
construction expenditures is the result of the conscious 
recognition of the principles of selection named above. 
Such a statement, if made, would not be true. The ac- 
counting rules followed by construction auditors are the 
result of years of experience. These standard accounts 
grew; they were never made. They assumed their present 
forms because of the necessity imposed on auditors of 
checldng the accuracy and reasonableness of vouchers 
that carry expenditures. This cannot be done except 
on the basis of some knowledge of the cost of producing 
those things that are brought, or of the prices which they 
currently bear. This is specialized knowledge, and can- 
not be gathered for an efifective audit except along the 
lines laid down by the organization of productive indus- 
tries; that is to say, except on the lines prescribed by the 
economic principle of division of labor. Every primary 
account in the classification is an example of the applica- 
tion of this principle. 

Another consideration in the classification of construc- 
tion expenditures, is the use to be made of the construc- 
tion accounts by those who are responsible for the financial 
and operating administration of the property subsequent 
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to the dose of the construction period. No classification 
ct construction expenditures is wholly satisfactory unless 
it enables the grouping of expenditures used by the con- 
struction engineer to be followed by the engineers in 
chaige of addition and betterment work, and by the super- 
intendents in charge of maintenance work; that is to 
say, the same principles of grouping should be followed, 
so far as the property is concerned, by the construction 
accounts, by the addition and betterment accounts, and 
by the operating expense accounts. 

A single illustration will place the reason for such a 
rule beyond dispute. If the construction classification 
shows the cost of bridges, and the operating expense 
accounts show the annual charges for repairs, replace- 
ments and depreciation of bridges, the ratio of the cost 
of annual maintenance to the cost of the property main- 
tained provides a check against either parsimony or ex- 
travagance in the maintenance of this class of property. 
Such a ratio can only be established on the basis of an 
harmonious clasisfication of construction expenditures 
and of operating expenses. It is highly important, there- 
fore, that construction expenditures should be classified in 
fuU recognition of the requirements of economical adminis- 
tration after the property has been turned over for open 
line work. 

§ 13. Does Cost Measure Investment? — ^The title of 
the classification of fixed capital expenditures promul- 
gated by the Interstate Conunerce Conmiission in 1907 
was^' Classification of Expenditures for Road and Equip- 
ment." The revised classification published in 1914 is 
issued mider the title ''Classification of Investment in 
Road and Equipment." This seems to imply that, in the 
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later opinion of the Commission, the word "investment" 
is synonymous with the word "expenditure," for it cannot 
be assumed that the general character or purpose of the 
classification has been changed. 

The question thus raised is an interesting question. 
It has a more or less direct bearing on the determination 
of a reasonable rate as that phrase seems to have been 
interpreted by Court decisions. It is not intended to dis- 
cuss this question in all its bearings. Attention may, 
however, be called to the opinion that, from one point of 
view, the substitution of the word "investment" for 
that of "expenditures" seems to be unfortunate. "In- 
vestment" is the broader word. It includes not only 
the expenditures incurred in the building of the physical 
property as measured in cash, but also the subsequmt 
burdens incurred by the stockholders dimng the period 
in which the property is growing into a profitable 
business enterprise. This distinction was expressed by 
Mr. Franklin K. Lane, of the Interstate Commerce 
Conunission, when discussing the meaning of "fair value" 
in connection with the first of the "Advanced Rate 
Cases." He said: — 

The trend of the highest judicial opinion would indicate that 
we should accept neither the cost of reproduction . . . nor the 
capitalization . . . nor the price of stocks and bonds in the 
market, nor yet the original investment alone as the test of 
present value for the purpose of rate regulations. Perhaps the 
nearest approximation to a fair standard is that of a bona fide 
investment, the sacrifice made by the owners of the property . . . 
considering as a part of the iavestment any shortage of returns 
there may be in the early years of the enterprise. Upon this, 
taking the life history of the road through a number of years, 
its promoters are entitled to a reasonable return. 
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It is evident that cost does not measure investment in 
the broad sense in which that word is used above. No 
accountant can, from any records in his possession, meas- 
ure a "bona fide investment/' and to ask him to keep a 
set of accounts the final balance of which is investment 
in road and equipment is to hold him responsible for what 
in fact is a judjcial determination. For these reasons, the 
word ''cost*' and not "investment" will be used in the 
discussion that follows. Cost is certain and definite. It 
can be checked against vouchers and bills. Were it pos- 
sible to check investment with equal certainty, a court 
would have no standing in the consideration of this phase 
of a rate question. 

§ 14. The Basis of Construction Charges. — The basis 
of charges to the construction accounts is cash. The cost 
which these accounts record is, or should be, the measure 
of the money investment at the time and under the con- 
ditions when the investment is made. The pertinency 
of this rule will be conceded when one calls to mind the 
quite general practice of railways, in years gone by, of 
making outstanding credits rather than cash the measure 
of the book cost of the property. So far as formal records 
are concerned, this was done by setting up on the assets 
side of the balance sheet, under the caption Cost of Road 
and Equipment, an amount equal to the par value of 
the securities issued to secure the money with which to 
build the property. Evidently, this amount might be 
more or less than the cash cost, according as the securities 
were sold at a discount or at a premium, to say nothing 
of the issue of bonus stock. Such a discrepancy would 
not arise, provided all charges to the construction accounts 
were reduced to a money or a cash basis, and, provided 



48 AMERICAN RAILWAY ACCOUNTING 

further, that the total of construction e3q)enditures be 
transferred to the balance sheet as the cost of the property. 
It is evident that the figure thus transferred could be 
checked at any time by an inventory, due allowance 
being made for appreciation and depreciation, and for 
changes in prices and in the type of property used, sub- 
sequent to the close of the original construction accounts; 
but, in order to prepare for the application of such a test, 
the original charges should be made on the cash or mxmey 
basis. 

The difficulty in applying this rule is found in the quite 
general practice of building up large operating (^tems 
through the purchase of roads that were originally built 
by contract or by independent corporations. Especially 
difficult is it to arrive at a just measure of the monqr cost 
of the property, if the purchase is executed by the sub- 
stitution, at some agreed ratio, of the securities of the 
purchasing company for those of the selling company. 
The manner in which the Interstate Conunerce Commis- 
sion aims to meet this situation is found in the text of Ac- 
count 41, ''The Cost of Road Purchased." The text 6t 
that Account reads: 

When the consideration given for the property purchased is 
other than cash, such consideration should be valued on the 
current cash basis. If the consideration includes the assump- 
tion of liabilities, such liabilities shall be included in the detep- 
mination of the cost at their cash value at the time the contract 
is made. 

This, perhaps, is as near as it is possible to realize the 
rule, except in those states where the Legislatiure assumes 
accounting jurisdiction over railway contractors, or re- 
quires a detailed inventory of the line purchased at the 



CONSTRUCTION COSTS PRIOR TO OPERATION 49 

time it is transferred to, or meiged into, the property of 
the purchasing company. The rule that all entries in the 
oonstruction accounts must be reduced to a cash basis 
cannot be too strongly emphasized. 

§ 16. Labor and MateriaL — The extent to which 
labor cost and material cost should be kept separate has 
been the occasion of considerable discussion. As a matter 
of fact, there are very few primary accounts in the clas- 
sification of construction expenditures that do not cover 
both kinds of payments. Indeed, if the primary accounts 
are drawn to reflect the different kinds of properties and 
the different services rendered, it is not necessary, from 
the point of view of any responsibility assumed by the con- 
struction engineer, or by the auditor of construction ac- 
counts, to separate the cost of labor from the cost of 
material. This is the general answer to the question raised. 

By turning to the list of primary accounts given in 
Appendix A, it may be observed that most of them 
cover the total cost of specific kinds of property, and, 
as a result, include both labor and material costs. For 
example. Account 19, ''Fuel stations"; Account 23, 
''Wharves and docks"; Account 27, ''Signals and 
interlockers," cover labor costs although no specific 
mention is made of labor. The same is true of less nu- 
merous but more pretentious kinds of property. For 
example. Account 28, "Power dams, canals, and pipe 
lines," or Account 46, "Power plant machinery." The 
significant thing in providing primary accounts of this sort 
is to gather together as a ledger entry the capital tied up 
in specific kinds of property built for the purpose of render- 
ing certain definite services. 

There are, however, a few cases in which the cost of 
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material is so significant a factor, in the economic bufldiDg 
and administration of the property, that it is given sep- 
arate and independent primary accounts. This is true 
of Ties, Rails, Other Track Material, and Ballast. The 
labor of distributing, laying, and adjusting ties, rails, 
and other track material, is carried to another account 
called ''Track Laying and Surfacing." These accounts 
together represent the cost of the roadway after the graded 
and bridged right of way has been constructed. In this 
case, the analysis of cost into material and labor se^ns 
reasonable because of the significance of the method 
followed in the purchase of ties, rails, and ballast, and 
of the advantage to the Superintendent of Maintenance 
of Way and Structiu*es to know the original unit prices 
for these materials. There seems, however, to be no con- 
trolling reason for a complete separation of labor and 
material in all of the primary accounts of the classification 
of construction expenditures. 

§ 16. Real Estate. — ^No item of cost in construction ac- 
counts has been the subject of greater controvert than the 
cost of real estate. Considerable portions of real estate 
now used in the transportation service of American rail- 
ways were donated by the public as an inducement for in- 
dividuals to subscribe the capital necessary for building the 
superstructure. The records also show that a consider^ 
able portion of real estate was purchased originally at a 
very low price. The value of all real estate used by the 
railways has appreciated along with the general rise of 
land values, and the question consequently arises whether 
or not the public should pay freight and passenger charges 
sufficient to support the present estimated land values of 
the land used in the transportation service. 
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While the accountant is not called upon to decide, or 
even to consider, a question of this sort, he is responsible 
for furnishing construction records that show the actual 
cost of the real estate used in transportation. It is for 
courts and commissions to determine whether or not this 
figure, increased by subsequent appreciation, should be 
included as an element in the true measiure of investment; 
that is to say, in the figure to be used for testing reason- 
able rates. 

It will be noted by referring to the list of accounts given, 
that the primary account in the construction classification 
which records the cost of land is confined strictly to ''Land 
for Transportation Purposes.'' This limitation is necessaiy 
in order that the balance of construction accounts may 
truly measure the amount of capital devoted to rendering 
the services of transportation. The corporation which 
owns the property may have financial interests involving 
land ownership quite independent of the business of trans- 
portation, but these interests should be recorded as a 
separate set of accounts, or a separation by some other 
means should be made between the two classes of real 
estate. In no other way is it possible to arrive at the true 
cost of rendering a transportation service. 

A common experience of construction engineers is that 
more real estate must be purchased than is used for trans- 
portation purposes. This results from the fact that it 
may be cheaper to buy an entire farm, than to pay dam- 
ages to that farm by running a line diagonally through 
the property. The same may be true in the purchase of 
land for borrow pits, for levees or dams, for the protec- 
tion of bridges, and for any of the many purposes to 
which land is put by a raflway construction engineer. 
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Under such conditions, the appraised value of the land 
outside of the right of way and not used (or transporta- 
tion purposes, should be deducted from the amount 61 
money actually paid for the property and carried in a 
real estate account. When the property is turned over 
to an operating company, this figure should be carried 
on the balance sheet under some appropriate heading, 
but it should not be included in the cost oi the property 
used for transportation piuposes. 

§ 17. Interest and Discounts. — In the building of any 
property, considerable time must elapse between the in- 
ception of the project and the completion of the work. 
It is, therefore, one of the essential conditions for carrying 
on construction work in an economical manner that pro- 
vision be made at the outset for a su£5cient amount of 
capital to enable the work of construction, once begun, 
to be completed without interruption. An interruption 
of a construction program means a waste of capital. To 
some extent, the policy of adequate financial preparation 
may be the occasion of idle funds, or of cash on hand 
that must be loaned out at rates of interest lower than 
the rate paid; or, assuming that funds can be borrowed 
for delivery as needed, it is still true that capital is in- 
vested in roadway and rolling stock some considerable 
time before the property can be turned over for operation. 
It is manifestly impossible that pa3rment of interest on 
the capital borrowed should be deferred until such interest 
can be paid out of the operating revenues. At normal 
rates of interest, no capital would be secured by the sale 
of bonds under such conditions, while the promise of ab- 
normal rates to induce lenders to forego interest paym^ts 
for two or three years would, in the long run, prove to be 
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an unnecessary burden on the enterprise. It is considera- 
tions of this sort that justify the rule that interest which 
accrues on borrowed capital during the construction 
period of a property, is properly included in the cost of 
the property. 

Bcna fide commissions also, that is to say, payments 
for the sale of bonds or the handling of securities, are re- 
garded as an element of cost. Such commissions are 
compensation for a service rendered. 

The treatmmt of discounts on securities sold raises a 
somewhat different question. It has frequently been 
urged that discounts are costs, and that provision should 
be made for them in the construction accounts. Except 
as heretofore explained, the rule laid down by the Inter- 
state Commerce Commission excludes discounts from 
construction charges. They are not regarded as^an ele- 
ment in the cost of the property. 

A technical defense of this rule is found in the general 
principle already enunciated that construction charges 
should represent cash transactions, or that they should be 
reduced to the cash basis. A property built out of the 
proceeds of securities that sold at a 20% discount would 
show in its construction accounts only 80% of the par 
value of the securities sold in order to procure the cash 
with which to build the property. Eighty cents only is 
put into the property for every dollar of liability incurred. 
To include the 20% discount would be to accept credit 
instruments as a measure of the cost of the property 
rather than the cash expended. 

It is sometimes urged that discount is in fact a deferred 
interest charge, and that for this reascm it should be 
treated in the construction accounts in the same way as 



64 AMERICAN RAILWAY ACCOUNTING 

straight interest accruals. This is one of those loose 
statements which is either true or false, according to the 
definition assumed of the terms used. Discount as such 
is not interest. According to strict computation, a 4% 
bond sold at eighty is equivalent in all respects to a 5% 
bond sold at par. For the amount of cash delivered by 
the lender the annuity paid by the borrower is the same 
in either case. For every one hundred dollars capital 
put into the property, five dollars a year must be paid as 
interest whether the money be obtained by the sale of a 
5% bond or a 4% bond. 

As a matter of fact, however, no such market ever 
existed. A market which will absorb a 5% security at 
par would buy a 4% security at less than 20% discount. 
Instead of paying eighty for a 4% bond, such a market, 
other things being equal, will pay eighty-two, or eighty- 
three. This means that for a given interest annuity, a 
slightly increased amount of capital can be secured by 
selling bonds at discount rather than by selling them at 
par. Should a 4% bond sell for 82, the rate of interest 
actually paid would be 4.875-h%. To finance a project 
in this way would result in a saviog of twelve and one- 
half cents on every one hundred dollars borrowed. To 
this extent, the interest burden during the period of con- 
struction is less than would have been the case had the 
bonds been sold at par. 

What, then, is discount if it be not interest? It is a 
bonus in the form of a promise on the part of the bor- 
rower, to return to the lender, fifty years after date, one 
hundred and twenty-five dollars for every one hundred dol- 
lars borrowed. Bonus stock is frequently issued to induce 
lenders to invest in bonds, but no one ever suggested that 
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the stock thus issued gratuitously should be classed as in- 
terest. The two inducements, however, are of the same 
sort. Both of them, the bonus stock and the discount, are 
independent items in the bond contract. They are both 
in the natiu^ of a bonus to induce lenders to accept a 
rate of interest lower than the ruling rate. 

If discounts are a bonus, do they properly find a place 
in the construction accounts? The answer to this ques- 
tion is clearly in the negative. The object of discount 
financiering is to transfer a burden from the construction 
accounts to the operating accounts. Operating revenue 
must eventually bear this burden and make good the 
bonus. To charge this bonus to construction would, in 
effect, result in the duplication of the burden, for it must 
be remembered that, under the accepted procedure for 
testing railway rates, the public, when it buys railway 
service, pays a reasonable interest rate on the investment 
cost of the property. If, now, discount be made a part of 
construction cost, such a charge to construction imposes a 
perpetual burden on future revenues to the extent of the 
interest accruals required for its support. But this does 
not satisfy the contract. In addition to this interest ac- 
crual which continues in perpetuity, there must be accumu- 
lated out of operating revenues a sum, equal to the dis- 
count, to be handed over to the lender at the maturity of 
the bond. No accounting rule is sound which results in im- 
posing on a business a double burden. This is one reason 
why discounts should be excluded from construction costs. 

Another sound rule of accounting is that what must be 
paid out of revenue should be charged against revenue, 
and the charging of discounts to construction disregards 
rule. 
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The original accounts promulgated by the Federal 
Commission excluded discounts £r(nn construction costs; 
the Revision of 1914 provides for the inclusion of a portion 
of the discount as a construction charge. The title of 
Primary Account 76 is ''Interest during Construction/' 
The tert defining this account reads in part as follows: 



account shall also include such portion of the disooont 
• • • as is equitably assignable to the period between the date 
of the actual issuance of securities and the time when the prop- 
erty . . . becomes available for the service for which it is in- 
tended. 

That is to say, in the case of a forty-year bond sold at 
20% discount, the construction period being two years, 
for each one hundred-dollar bond, one-fortieth of twenty 
dollars multiplied by two, or one dollar, would be charged 
to the construction account. The remainder of the dis- 
count, or nineteen dollars, would be charged against 
revenue during the remaining thirty-eight years of the 
life of the bond. 

This adjustment is not as bad as the practice of the 
railways prior to 1907. Then the entire amount of dis- 
count was charged to construction. This meant, for the 
case stated above, that for every eighty dollars worth 
of property as it came from the hands of the construc- 
tion engineer, the property account, as well as capital, 
would show one hundred dollars. According to the 
Commission rules of 1914, it would show only eighty- 
one dollars. Under strict accounting analysis, however, 
the inclusion of one dollar of discount as an item of cost 
is as culpable as the inclusion of twenty dollars. Interest 
on the one dollar may be claimed in perpetuity as a 
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chaiige against revenueSi notwithstanding the fact that 
this amount must be paid to the lender in the final settle- 
ment of the loan contract, along with the other nineteen 
dollars. A public service corporation, interested in the 
creation of the largest amount of securities on a given 
property asset, would naturally favor the capitalization 
of discounts; but it is a little strange that the Federal 
Conmiission, which is supposed to hold in mind the inter- 
est of the public as well as that of the corporation, should 
have approved, even in a slight d^ree, a return to the 
foimer practice. 

§ 18. Depreciation during Construction. — ^The fact 
that railway properties require considerable time for their 
completion, raises the question of the proper treatment 
of depreciation during construction. This has nothing 
to do with the treatment of current repairs of machinery, 
equipment, or tools used in construction work. The 
cost of such repairs is a construction cost and goes to the 
primary account that stands for the class of property 
ben^ted. The value of the repairs stands in the property 
whai turned over for operation. For eicample, an hundred 
dollars spent on the repair of a car that has been impaired 
by use in bridge construction should be charged to bridges. 
Both car and bridge will, by such treatment, be handed 
over to the operating department at their true cost unless 
affected by some other item than repairs. 

Difficulties may arise in the application of this rule, 
but the rule itself is approved by accounting sense. It 
also leads to a fruitful generalization. Whenever a con- 
struction charge can be settled, and the accoimts cleared 
during the construction period, no depreciation problem 
can arise; but when the dissipation of an asset is of such a 
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sort that a final accounting cannot be made until after 
the close of the construction period, some of the reasoning 
that underlies depreciation is brought into play. For 
example, the wear of a car that can be covered by repairs 
is paid for and settled during the construction period; 
but the loss in the value of a car with a normal life of 
twenty years, because it is used for two years in con- 
struction work, cannot be adjusted until the car is retired, 
eighteen years after its transfer to open line work. A 
depreciation problem arises in this second case. What 
is to be done with this one-tenth of the original cost of 
the car which has been dissipated in the construction 
service? 

There is no question, so far as the correct distribution 
of cost is concerned, but that an amount equal to the 
depreciation of the car should be charged to the work 
benefited. In the case of the car used in hauling bridge 
material, for example, the decrease in the value of the 
car during two years' use (that is to say, one hundred 
dollars for a thousand dollar car of twenty years' life), 
should be charged to bridges. The bridge account would 
not, otherwise, carry its true cost. But how is the car 
accoimt to be treated? Shall this account be credited 
with one hundred dollars, by which means the book state- 
ment of the original cost of the car is reduced to its value 
on the date of transfer, or shall the car account, when 
transferred to the operating department, carry the original 
cost of the car? 

If the car account is credited with depreciation, at the 
same time the bridge account is charged, it is evident that 
the construction accounts have not been charged with 
depreciation. The total cost of the property as a whole has 
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not been afifected. Such accounting does no more than 
localize the construction value of the property as between 
the various primaiy accounts. It is a sound procedure, 
but it does not result in a charge for depreciation to con- 
struction. If, however, the car account is not credited 
with the amount charged to bridges because of the de- 
preciation of the car, the total book cost of the property is 
thereby increased. Depreciation, under such an assump- 
tion, is chaiiged to construction, but such a charge is 
especially bad accounting. No accounting rule can be 
approved which results in the conversion of a lost value 
into a capital investment. When a property is transferred 
from construction to operation, its book cost should carry 
no charge for depreciation that has accrued during the 
construction period. If, in order to localize values as be- 
tween different classes of property, a charge for deprecia- 
tion has been made to one primary account, it must be 
offset by a credit to some other primary account. It is a 
littie strange that so manifest a truth should call for state- 
ment. 

The real question that arises in connection with de- 
predation during construction, pertains to the credit rather 
than the debit side of the construction accounts. 

Many classes of railway property suffer depreciation, 
although such property is not used in construction work. 
A station, for example, has a normal life of fifty years, but 
two years of that life is passed before the general prop- 
erty is transferred for open line work. One twenty- 
fifth of the original cost is thus dissipated through time 
and weather during the construction period. Assuming 
ties to have a normal life of seven years, one or two- 
sevenths of the original cost of the ties may have dia- 
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appeared before a wheel earning revenue is hauled over 
them. With the exception of real estate and some features 
of the right of way, depreciation begms the moment a 
unit of physical property is set up, and contmues until 
it is retired from service. Shall the property as a whole 
be transferred to the operating department at a cost as it 
stands on the books of the construction engineer, or shall 
this transfer be made at a figure reduced by the accrued 
depreciation of the property? 

A definite answer may be ^ven to this question. No 
deduction should be made for depreciation. Original con- 
struction should be closed on the basis of cash expenditures. 
The book value of the property should carry depreciation 
until such time as the property begins its operating life, 
when full respondbility for the restoration of all dissipated 
assets will be assumed by operating revenues. The reason 
for this may be stated in a few words, although such a 
statement involves several accounting principles. 

In the first place, depreciation of any kind, no matter 
when it accrues, creates a liability. It stands for the 
dissipation of an asset which must in some way be made 
good. To fail to provide for making this good, as would 
be the case if the property were transferred to open line 
work at a depreciated figure, would, to the extent of the 
depreciation thus written off, devalidate outstanding 
securities. Such a result is unthinkable. 

In the second place, it is not possible to make good the 
dissipation of assets called depreciation by the sale of new 
bonds. The difference between the original value and 
the depreciated value of the property stands for an accrued 
liability of the business, and liabilities cannot be extin- 
guished by substituting one form of liability for another. 
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The only effect of replacing dissipated assets called de- 
preciation by the sale of new securities, would be to render 
permanent what otherwise would be a temporary de- 
validation of securities. 

In the third place, if lost values during construction 
must be restored to the property, the only fund available 
for this purpose is the operating revenues that accrue to 
the property after it has passed into the hands of the 
operating department. To replace dissipated assets is 
a function of maintenance, and maintenance is an operat- 
ing expense charge. 

It is then concluded that depreciation during construc- 
tion cannot be charged to construction in any such manner 
as to increase the construction cost of the property be- 
yond cash expenditures. The replacement of depreciation 
of all kinds and sorts must be borne by charges to oper- 
ating expenses spread over the operating life of the prop- 
erty. Any other conceivable treatment results either in 
a duplication of maintenance charges, or in the devalida- 
tion of outstanding securities. 

§ 19. Credits during Construction. — Speaking gen- 
erally, construction credits are of two kinds. They are 
a record of adjustments pertinent to items or amounts 
previously charged, or they are receipts from transporta- 
tion services rendered prior to the transfer of the property 
for operation. 

Adjustment credits should be made to the account that 
carries the original charge. For example, in order to 
secure a proper right of way, or grounds for terminals, 
yards, or sidings properly located, it may be necessary to 
purchase more land than is actually required. When the 
necessaiy amount of land is finally determined, the value 
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of this excess, or the proceeds of its sale, if sold, should 
be credited so as to leave in Ledger Account 2, ''Land 
for transportation purposes," the value or cost of the land 
actually used. Proceeds from the sale of timber, or stone, 
or of any improvements purchased with the land, should 
also be credited to this account. Should the stones or 
timber bought with the land be used in the construction 
of a bridge, their value should be charged to the bridge 
account as an offset to their being credited to real estate. 
Their value is in the property, but not in the form of 
land. 

Another illustration is found in the treatment of tools 
or machinery purchased for construction, but not wholly 
consumed in construction work. The estimated value of 
such tools at the close of construction should be credited 
to the accounts to which they were originally charged, 
the corresponding charge being determined by the use 
which it is designed to make of the tools or machinery 
after the completion of construction work. If the machin- 
ery and tools in question are of a sort to be used in open 
line work, the residue of value not consumed in construc- 
tion may be charged as a part of the 'initial outfit of 
roadway machines," or the ''initial outfit of roadway and 
track small tools," (Accounts 37 and 38} for which the 
construction classification provides. If the machinery 
and tools in question are not adapted to open Une work, 
they should be carried as a balance sheet asset until trans- 
ferred for new construction work, or converted into cash 
through sale. The purpose controlling this kind of con- 
struction credits is simple. 

The second kind of construction credits covers any 
receipts or revenue that may accrue during the period of 
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ccmstruction. Thus, rents received from the loan of 
property, or revenues from incidental freight or passenger 
traffic, should be credited to capital expenditure before 
arriving at the final cost of the property. 

In the standard system of accounts promulgated for 
the use of American railways, provision is made for 
such a credit in Accoimt 40 "Revenues and operating 
expenses during construction." Rentals paid are chaiged 
and rentals received are credited to this account. To 
this account, also, are credited the gross amounts re- 
ceived ''for the transportation of conmiercial freight or 
passengers on construction trains," and net profits from 
other sources of operating revenues. For American rail- 
ways which, in theory and largely in practice, are con- 
trolled by the entreprenneur interest, the simple rule 
recited above may work fairly well. The entreprenneur 
has a vital interest in closing the construction period at 
the earliest possible date, and there is consequently no 
danger of unduly reducing construction totals by the 
credit of any large amount of operating revenues. It 
seldom occurs in American practice that any revenue is 
received during construction other than revenue collected 
"on construction trains." The interest on capital in- 
vested and the expense of operating the construction 
train being charged as a capital investment, it is proper 
that the gross receipts accruing from such service should 
be credited to the construction account. 

But what is here called the American practice is not 
the universal practice, even in America. It sometimes 
occurs that the property, or a portion of the property, is 
opened for operation before the accounts for original con- 
struction are formally closed. In such a case, the con- 
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struction department should set up both an operating 
revenue and an operating expense account, and carry the 
interest that accrues on the cost of the property used for 
revenue piuposes, or a proper share thereof, as a charge 
against revenue. The amount credited to construction 
should be the net surplus resulting from such operation 
and not the gross revenue as in the first case recited. 

There is, however, one precaution that must be taken 
in appl3ang the second of the rules recited above. Should 
it happen that the net surplus is considerable, the effect 
of crediting such surplus to the cost of property would 
be to reduce that cost below its true figure. The result 
would be to turn the dividend fund back to the property 
without making acknowledgment to the stockholder of 
the moneys thus invested. In the application of dther 
of these rules, it is essential that the period of construc- 
tion be not unduly prolonged. 

The figure transferred to the general balance sheet, 
which represents the original cost of the property, is the 
balance of all the debit and credit entries carried by the 
construction records. The manner in which this figure is 
modified from year to year, after the property is taken 
over for regular operation, will be considered in the chapter 
following. 

§ 20. Clearing Accounts in Construction Accounts.— 
In the standardized '^ Classification of Investment in 
Road and Equipment," there are two accounts which are 
clearing accounts in a peculiar sense. They cannot, be- 
cause of the nature of the transactions that they represent, 
be made to carry the final or permanent record of capital 
expenditures. The charges which they receive must 
sooner or later be distributed among the other primary 
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accounts. These accounts are Account 41, '' Cost of road 
purchased/' and Account 42, "Reconstruction of road 
purchased.'' 

A consideration of these accounts brings to view one 
of the most embarrassing situations for the federal gov- 
ernment in dealing with the construction accounts of 
railways. The jurisdiction of the government is con- 
fined to inter-state carriers; it does not cover the control 
of local state roads or of construction companies. Most 
railway systems, however, are built out of lines con- 
structed under contract, or small independent lines, from 
which it follows that the corporation that acknowledges 
the jurisdiction of the federal government may not have 
anything to do with the construction of the property 
which it operates. The property is bought after the 
construction period is closed. 

Moreover, the line purchased may cover not alone 
physical property, but securities, franchises, and other 
forms of intangible assets. There is no question of the 
propriety of charging the price paid for property to be 
meiged to the "cost of property." The money spent in 
bringing this property up to standard, also, is a proper 
construction charge and should not be classed as additions 
and betterments. It is also true that, ultimately, this 
cost of purchase should be distributed. Thus, the cost 
of bridges bought should go to Account 6, "Bridges, 
trestles and culverts"; that of shops to Account 20, 
"Shops and enginehouses"; that of ballast to Account 
11, "Ballast," and so throughout the list. In the text 
of the classification, it is distinctly stated with regard 
to "Cost of road purchased" that this account "shall 
be used only as a clearing account in which temporarily 
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to cany the cost of road purchased, until such time as a 
plan for the distribution of such cost to the primary ac- 
counts appropriate for the property is approved by the 
Commission." A similar credit is authorized for clearing 
out the charges originally made to Account 42, ''Re- 
construction of road purchased/' 

No difficulty arises in carrying out the above rule, 
provided the original construction accounts are turned 
over with the title to the property. This, however, is 
seldom the case. In an old territory like New England, 
it is not likely that 30% of the original records are 
available. The best that can be done is to make the 
distribution on the estimate of a competent engineer. 
The valuation of railway property authorized by Congress, 
and now in the process of being made, will, when com- 
pleted, permit this account to be cleared of all its entries. 
This is true of purchases made prior to 1907. Purchases 
subsequent to 1907 are controlled by the following order. 

The carrier shall be prepared to furnish the Commission, 
upon demand, a full report of the contract of acquisition of 
each road, or portion thereof, purchased, and a statement show- 
ing in detail the consideration given therefor. It should pro- 
cure, in connection with the acquisition of any such road and 
equipment, all existiDg records, memoranda, and accounts in 
possession or control of the grantor, relating to the construction 
and improvements of such road and equipment, and shall pre- 
serve such records, memoranda, and accounts until authorized 
by law to destroy or otherwise dispose of them. Where the 
records, memoranda, and accounts are so intimately involved 
with other records, memoranda, and acooimts of the grantor 
as to make their transfer impracticable or inadvisable, certified 
copies of them shall be prociured and retained by the grantee. 
The verity of the copies should be certified by the custodian of 
the originals. 
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This is, perhaps, a satisfactoiy solution of this difficult 
question, in view of the conditions established by cuiv 
rent practice in the United States. The rule can be 
made to seciu^ proper accounting results provided it be 
carefuUy administered. 



CHAPTER IV 

CONSTRUCTION ACCOUNTS SUBSEQUENT TO 

OPERATION 

A RAILWAY is never completely built. The constructioii 
accounts are never finished. What is called the closing 
of the period of construction, is nothing more than the 
transfer of responsibility for such further construction 
work as may be necessary, to those railway officials who 
are in charge of the general operation of the property. 
This new construction work is technically known as 
Extensions, or as Additions and Betterments; its cost, 
like the cost of original construction, is a charge to the 
property account. The standard system of accounts 
promulgated by the Interstate Conmierce Commission, 
as issued in 1907 and 1908, provided for a distinct classi- 
fication of "Expenditure for Additions and Betterments". 
This classification, which might with propriety be called a 
"job" classification, was in fact nothing more than the as- 
sembling of a set of clearing accounts. It was required that 
all addition and betterment entries should be distributed 
to the primary accounts provided for original construc- 
tion. In the revision of 1914, all kinds of construction 
work are covered by a single classification. This change 
is a decided improvement. 

§ 21. The Significance of Terms.— Under Extensions 
are included all construction work designed to extend 
the territory served by the railway rather than to supply 
transportation in a better maimer, or with greater econ- 
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omy, in the territory already controlled. The process is 
like that of bmlding a new factory to produce goods for 
sale in a more extended market, or of establishing a new 
branch for an established commercial or banking business. 
It includes the extensions of main line, the building of 
additional branch lines, or the extensions of branch lines 
already existing. It includes also the equipment or other 
facilities necessary for working the extended lines. Ex- 
tensions are, in all important respects, original construc- 
tion work, and should be so treated by the accountant. 
The fact that extension work may be carried on under 
the direction of engmeers whose chief service is claimed 
by current operation, does not alter this conclusion. 

By Additions are meant facilities added to those already 
existing, such as additional equipment, tracks, buildings, 
signals, bridges, fences, and the like; additional ties laid 
in tracks, or weight laid in rails; devices added, such as 
automatic couplers or air brakes applied to cars not pre- 
viously equipped. Investments of this class are com- 
monly made to meet the requirements of increased traffic, 
increased safety, or increased economy. 

Under Bettermenta are included all improvements of 
existing facilities which result from the substitution of 
superior parts for inferior parts, such as the substitution 
of steel-tired wheels for wheels of inferior make, the 
strengthening of bridges beyond the requirements of orig- 
inal fipecifications, the reduction of curves and grades after 
the property is turned over for operation, and the like. 
Betterments may, like additions, result from the pressure 
of increased traffic, or they may be in response to some 
oomprehensive policy adopted by the management.^ 

* These dflflnitimii differ dightlyiiom thoseonp. 108, Appendix A. 
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§22. Occasions for Additions and Betterments. — 

Additions and Betterments are made to meet the require- 
ments of five conditions which pertain to the construction 
and operation of railway properties. 

It is not imconmion, especially in sparsely settled 
conmiunities, for original construction to cover no more 
than the absolute necessities of immediate operation. 
Tliis means light rails, light ballast, poor bridges, small 
equipment, high gradients, and sharp curves; indeed, at 
every point expense is cut so as to arrive at revenue with 
the least possible immediate investment. Compared 
with standard construction, the property is turned over 
to the operating department before the building of the 
property is completed. Under such conditions, the com- 
pletion of what otherwise would have been covered by 
original construction, is treated by the accountant as an 
addition and betterment. It is this fact that gives to the 
phrase a different meaning for eveiy road, as also for the 
same road at different stages of its building. This being 
the case, a comparison between the addition and better- 
ment work of different roads is of minor significance. 
Addition and betterment charges are in fact a continua- 
tion of the construction record, and serve their highest 
purpose when so understood. The propriety of beginning 
operation with a half constructed property is a matter of 
policy for which the accountant cannot be held respon- 
sible; but the accountant should resist the temptation to 
twist accounting rules in order to cover up or understate 
the evil effects of such a policy. 

Another occasion for the use of addition and better- 
ment charges is the continued improvement in the science 
of transportation. Inventors are continually c^ering 
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improved facilities. The development of electricity, and 
the necessity of making use of this newly subjected agency, 
has produced oa^rked results in nearly every department 
of railway economics. Interlocking parts and safety 
devices, signals, gravity switchmg, steel cars, loading 
appliances, and many other devices which will suggest 
themselves to the reader, are all illustrative of the neces- 
sity of new investment in order to keep a property up 
to the most improved standards. No road that hopes to 
continue can afford to fall behind these standards. 

Additions and betterments are also required to meet 
the normal growth of the traffic. Railway building in 
the United States is peculiar in that most of the railways 
were the forerunners of settlements, and facilities which 
were ample when a road was first constructed are in- 
adequate after the territory served is settled and indus- 
trially efficient. Under this head may be mentioned new 
sidings and turnouts, second and third tracks, the reduc- 
tion of grades, and elimination of curves, heavier cars, 
heavier locomotives, and heavier bridges, and other like 
improvements made necessary by increase in the amount 
and density of traffic. 

Betterments that fall under this head may be the same 
in kind, as also in their general service, as those described 
above, but their purpose is different as also their influence 
upon the industrial character of the property. These 
slight distinctions must be observed in order to interpret 
properly the addition and betterment accounts. 

New conditions of traffic, as well, as an increase in 
density, frequently demand expensive changes in the 
property which renders a transportation service. A road 
built for a lumber territory may, after the trees are cut. 
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be converted into a road for general traffic. The shifting 
of grazing territory may require a road to change its form 
of equipment. The transition from wheat to com as the 
principal product of farms, or the development of divert 
sified farming, is quickly reflected in the facilities which 
railways must provide, while the opening of fruit lands and 
the increase of cold storage products has been responsible 
for the investment of millions of dollars in improved 
facilities. 

Another class of additions and betterments are those 
which are made by railways, either voluntarily or as the 
result of l^islative suggestion, to meet the demands of 
public opinion. A fifty thousand dollar terminal may 
serve as well for the carrying of passengers and freight 
as a terminal that costs a million. In all ages of the world, 
and among all peoples that boast a civilization, the posses- 
sion of an industrial surplus seems to have produced an 
appreciation for imposing buildings and stone monu- 
ments, and to some extent modem railways, possibly in 
recognition of their semi-public character, have re- 
sponded to this imiversal sentiment. The demand for 
minor conveniences in travel, and for safety in transpor- 
tation also, working through inter-railway competition, 
imposes upon railways the necessity of a continuously 
extending investment. The fact that railways are obliged 
to spend money, or at least do spend money, in excess of 
amounts actually required for profitable investment, 
raises many questions of equity which cannot be here 
considered; but in explaining additions and betterments 
it is necessary to recognize this occasion for the expendi- 
ture of railway funds along with the others that have been 
mentioned. All alike result in the increase of the total of 
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construction charges. A satisfactory system of railway 
accounts will provide for recording all these transactions 
correctly, and for doing this in such a manner as to pre- 
serve the integrity of the figure which stands first on the 
assets side of the balance sheet, namely, ''Investment in 
road and equipment." 

§ 23. Relation to Operating Expenses. — ^There are 
some reasons why the chapter on operating expenses 
should have been written before this chapter on addi- 
tions and betterments. The order selected is in response 
to the desire to complete the study of the construction 
records before turning to other classifications or accounts. 

The relation that exists between the construction 
accounts and operating expenses, springs from the neces- 
sity of drawing a definite line between charges to revenue 
and charges to capital. It may be accepted as a guiding 
rule, to be made clear by the subsequent study of oper- 
ating expenses, that property turned over for open line 
work should be maintained out of revenues. Thus, all 
repairs on property in use, depreciation whether due to 
use or to time, and the expense incurred for the replace- 
ment of property when retired from service, as indeed all 
maintenance charges of whatsoever kind, should be borne 
by revenue and not by capital. The rule is simple, but 
its correct iq)plication requires some care. 

When property retired is replaced by identical units of 
property, costing the same as the retired property cost 
originally, no difficulty arises. The cost of replacing 
property under such conditions is an operating charge to 
its full amount. There is no question of a capital charge. 
But such a condition seldom, if ever, arises. The original 
price of a particular piece of property retired, that is to 
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say, the price charged in the construction account, may 
be less, and, in this day of rising prices, usually is less 
than the price that must be paid for its replacement. 
Moreover, on account of the continuous improvement 
in type, it is seldom advisable to replace a worn out or 
retired property imit with a miit of the same kind. A 
better unit, and usually a more costly unit, is put in the 
place of the old unit retired. It is thus evident that a 
separation must be made between the amount that should 
be charged to operating expense as a maintenance charge 
and the amount that should be added to the ''cost of 
construction" as a capital charge. In the analysis that 
immediately follows, nothing is said about depreciation 
reserves, or salvage. These points will claim attention 
in the analysis of operating expense. 

§ 24. Treatment of Renewals at Increased Prices. — 
The duty of maintaining the property is properly imposed 
on the revenues of an operating company. One form of 
meeting this responsibility is to charge the replacement 
cost of property worn out, and consequently retired from 
service, as a maintenance charge in operating expense. 
In this way, the property register is kept full and, except 
for changes in prices and types, the integrity of the figure 
which stands for original cost is maintained. But prices 
are not stable. The cost of material and labor are subject 
to constant fluctuation, a fact which raises an important 
question in connection with replacement charges. The 
point raised pertains to the basis of the charge. Shall the 
amount charged to operating expense be limited to the 
amount of the original capital charge for the specific 
piece of property retired, or shall it be the cost of the 
property to be replaced in kind at the time of replacement? 
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Although the answer to this question is dictated by 
public and corporation policy, it may be well to consider 
the accounting tendencies involved in each line of treat- 
ment. If the charge to operating expense be limited 
to the original cost of the property replaced, the differ- 
ence between original cost and cost in kind must be made 
a charge to additions and betterments, and to that extent 
raise the amount of investment carried as property on 
the balance sheet. The result of such a rule of accounting 
will be that the current change in prices will be reflected 
in the modification, from year to year, of the figure which 
is supposed to measure the investment made by the owners 
of the property. 

If, on the other hand, operating expenses are required 
to carry not only an amount equal to the original cost of 
the property replaced, but an additional amount to cover 
the replacement in kind of the property retired, such 
increased cost being due to a rise in current prices, no 
charge will be made to additions and betterments, and 
the property account will remain unchanged. Under 
such treatment, the property account would not reflect 
the changing price in labor and material, and there would 
consequently be a tendency toward a separation of current 
values from book costs. That is to say, an appraisal of 
the property, ten or twenty years after the close of original 
construction, would be greater (assuming prices to have 
risen) than the construction cost carried on the balance 
sheet. The tendency would be for the appraised value 
of the property to follow along the same line as the move- 
ment in prices, while the book value would remain un- 
changed. 

The determination of the question thus raised rests on 
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general policy rather than on accounting principles. So 
far as the Interstate Commerce Commission has expresBed 
itself, the rule which now governs is that operating ex- 
penses should cover the cost of replacing in kind the 
property retired. The corporation regards this as a con- 
servative policy, because it tends to an undernstatement 
rather than an over-statement of the capital account, and 
provides a margin of safety in credit financiering. The 
public regards this with favor because it tends to check 
stock dividends and over-capitalization. The benefit 
to the pubUc, so far as rate controversies are concerned, 
in charging operating expense with the cost incurred to 
replace retired property in kind, is lost when an appraised 
value is substituted for investment cost for testing the 
reasonableness of rates. 

The accountant's defense of the rule now followed by 
American railways rests upon the claim that the actual 
cost of replacement in kind, if carried to operating ex- 
pense rather than charged to property, will tend to offset 
the many sorts of depreciation that cannot be recognized 
by fonnal chaiges. 

§ 26. Treatment of Renewals by the Substitution of 
Improved Types. — In the case of many renewals, the 
property replaced is of a different kind or type than the 
property retired. The old American type of locomotive, 
for example, has all but disappeared, its place being taken 
by locomotives of higher efficiency and power. This 
illustration may be generalized to cover ahnost any kind 
or class of property used in the transportation service. 
The accounting treatment in cases of this sort is simple so 
far, at least, as the accounting principle is concerned. 
The rule is that the difference between the cost of re- 



ACCOUNTS AFTER OPERATION 77 

placing in kind the old unit of property retired, and the 
cost of a new unit of an improved type which takes the 
place of the old, should be charged to capital through 
additions and betterments. Under such accounting 
treatment, the units of property on the property register 
stand the same as before the replacement was made, but 
the investment cost or book value of that property is 
increased by the amount of addition and bettennent 
charges made at the time of replacement. Two or three 
illustrations will niake this clear. 

Let it be assumed that metal ties are substituted for 
wooden ties; in this case, the excess cost of metal ties over 
the cost to replace in kind wooden ties removed would 
be charged to the property account. Should rails of an 
improved type, or quality, or weight, be substituted for 
old rails, the excess cost of such new rails over the cost 
to replace in kind the rails removed would be a charge 
to the property account. Ballasting offers another illus- 
tration. The cost of ballast applied in excess of ballast 
required to restore to its maximum height and width the 
ballast previously put on the roadbed, or the excess cost 
of ballast over the cost to replace in kind to the original 
height and width the ballast that has disappeared through 
use, becomes a charge to the property account through 
Additions and Betterments. 

In the application of this accounting rule, the cost 
rather than any physical description of the property 
should be used as a basis from which to measure Additions 
and Betterments. Thus, the cost of newer and heavier 
rails, rather than the cost of the increased weight of the 
rails which take the place of the old rails removed, should 
be made the basis of the charge. In this way, the change 
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in the price of rails, so far as this change would affect 
the weight of the old rails, is covered in the accounts. 
The only element common to all kinds and classes of 
property used in transportation is the element of cost, 
and for that reason greater uniformity in the general 
results will be attained by accepting cost as the basis for 
measurement, than if the measure of the improvements 
which follow the substitution of a new type of property, 
is made on the basis of some ph3rsical or mechanical ele- 
ment of the property. 

§ 26. Abandoned Property charged to Operating 
Expenses. — Thus far the accounting rules which have 
been considered, cover the ordinary, eveiyday replace- 
ments of property retired. Many of them occiur in con- 
nection with the current repair work of an operating rail- 
way. Those rules are not, however, suflSciently broad 
to cover cases of additions and betterments which in 
fact amount to a reconstruction or a rebuilding of por- 
tions of the property. Such rebuilding is doubtless an 
addition and betterment; but the interests affected are 
such as to warrant specialized treatment in the accounts. 

It may be well to illustrate this class of work so as to 
make clear the peculiar situation to which it gives rise. 

A road may have been located originally so as to avoid 
the bridging of streams or the expense of deep fills or cuts, 
or the cutting of tunnels. The development of trafiSc, or 
possibly the desire to protect the old investment against 
the competition of new lines, makes relocation or re- 
alignment necessaiy. This may go so far as to result in 
what is practically the rebuilding of the property. It is 
evident that relocation and realignment of the right of 
way renders worthless the real estate, the grading, the 
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surfacing, the baUasting of the old right of way, and such 
like elements of value, so far as their use in future trans- 
portation is concerned. These units become ''abandoned 
propertyi" and the loss in value incident to such abandon- 
ment must be reckoned as a cost of the betterment. 

Another illustration may be taken from changes in 
rolling stock. A standard car on American railways at 
one time was a car of thirty thousand pounds' capacity; 
it is now sixty thousand pounds, and there are many 
cars of a hundred or a hundred and fifty thousand poimds' 
capacity in current use. This transformation must take 
place quickly, for it is not possible to use large cars and 
small cars with safety or economy in the same train. 
From this it follows that many cars will be retired from 
service before the expiration of their normal life. Thus, 
a thirty thousand pound capacity car with a normal life 
of twenty years, may be retired at the end of ten years in 
order to make way for a sixty thousand pound capacity 
car. One-half, at least, of the original cost of the old car 
is thrown away or abandoned to make way for larger and 
better equipment. The dissipation of this value must be 
regarded as an element of cost. 

Perhaps the most effective illustration as showing the 
burden of technical development may be drawn from the 
history of the electric railways in cities. The original 
form in which electric power was applied to street railways 
was crude and inefficient. This class of property was re- 
built three or four times before it assumed its modem 
form as an effective piece of transportation machineiy. 
It is probably true, as claimed by electrical engineers, 
that each step in the development of electric railways was 
necessaiy in order to arrive at the succeeding step in that 
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development. Nevertheless, each step involved the 
abandonment of the whole, or a part, of the previous 
investment, and the resulting loss is an item of cost in the 
investment that followed. These illustrations should 
make clear what is meant by the abandonment of prop- 
erty in connection with a program of betterment work. 

The rule laid down for the treatment of abandoned 
property in the accounting system promulgated for the 
use of American railways, is that the amount originally 
charged on account of such property should be credited 
to the property account. It is imperative that the con- 
struction records should be cleared of all dissipated 
assets. 

It is frequently urged against this rule, that it dis- 
regards the equities of investors in the property abandoned, 
and appeal is. taken to the history of American railwa3rs 
in support of this objection. That history shows that most 
of these railwa3rs outran settlements. They were, indeed, 
a condition of settlement. The circuitous route followed 
by the roads when first built is no evidence of an error 
on the part of the location engineers. On the contrary, 
the route chosen may have been the only route that could 
have been followed in view of the traffic in sight, and the 
amount of capital appropriated for construction. The 
analogy of bridge construction is brought to bear in this 
argument. The cost of the false work used in the con- 
struction of a bridge is charged as a part of the cost of 
the bridge; why should not the cost of the first line laid 
down, which is a necessaiy step in the development of the 
property as it now stands, be regarded in the same way 
as the false work of a bridge and continued in the capital 
account? 
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There is certainly something to be said in favor of a 
general policy which recognizes the right of the stock- 
holder to realize some benefit from his original invest- 
ment, when such investment is rendered valueless by 
the improvement of transportation facilities. On the 
other hand, it is essential that the book entries of cost at 
any particular time should reflect the cost of the prop- 
erty in actual use, and not the accimiulated cost of a 
series of transportation experiments, although such ex- 
periments may have been necessary to bring the property 
up to a high degree of eflSciency. The standard system of 
railway accounts undertakes to conform to sound account- 
ing rules, and at the same time to refrain from doing 
violence to the reasonable claim of the original investors 
in the following manner: — ^the abandoned property is 
credited to the property account, but, if the values rep- 
resented by such abandonments are considerable in 
amount, if they are suflSciently large to "unduly burden" 
the operating expense of a single year, they may be carried 
on the books as an unadjusted debit, to be written out 
in subsequent years. 

The propriety of the above rule seems clear when it is 
recognized that most of the improvements under considera- 
tion result either in increased revenue or in decreased 
operating costs; that is to say, they result in the increase 
of net revenue. If, now, the value of the abandoned 
property be carried as an unadjusted debit to be written 
out of the accounts after the improvements become 
productive, it follows that the increment of net revenues 
which result from the improvement may be used to create 
a fund for the expungement of this accoimting liability. 
The publici on its part, postpones the reduction of fright 
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and passenger tariffs until after the value of the abandoned 
property is restored to the assets of the road; while the 
stockholder, on his part, foregoes the claim for increased 
dividends on account of the improvements until his lost 
equity in the property is restored. By this adjustment, 
no violence is done to the fundamental principles of 
accounting, and at the same time the owners of the prop- 
erty are relieved from bearing all the burden of assets 
destroyed through improvements. The adjustment above 
outlined is, in effect, the creation of a market for the 
property abandoned. 

§ 27. Abandoned Property Charged to Surplus. — 
The treatment of abandoned property above referred to 
is limited to property abandoned in connection with 
improvement work. In case property is abandoned for 
any other reason, and on that account is not replaced in 
the property roister by some other form of property, the 
fiuial charge for the elimination of such property from the 
accounts, is a charge to the accumulated surplus and not 
to operating expense. The propriety of this rule becomes 
evident when it is remembered that operating expenses 
are involved in the adjustment of assets, only so far as 
the revenues are called upon to contribute to the main- 
tenance of the property. The abandonment of property 
not replaced involves no question of maintenance and, on 
that account, operating expenses can not be held respon- 
sible for writing such abandoned assets out of the accounts. 
It should also be held in mind that that portion of the 
accumulated surplus which is free is in effect an unappro- 
priated reserve to take care, among other things, of costs 
which can not be foreseen. It may also be assumed that 
property abandoned, and not replaced, has contributed, 
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during its life, to the accumulated surplus, and on this 
account has a right to appeal to it for burial. 

It is strongly urged by some accountants that property 
abandoned in connection with improvement work ought 
to be treated in the same way as property abandoned 
and not replaced. That is to say, such abandonment 
should not be carried as an unadjusted debit to be written 
out of the accounts by subsequent charges to operating 
expense. A clear understanding of what this means, 
however, will not permit of such an adjustment. The 
betterment which is the occasion of the abandonment 
of property is made for the benefit of the future. The 
increment of net revenue which may be assumed, will 
accrue at some time subsequent to the investment in the 
improved property imits. If, now, that portion of the 
cost of the improvement which stands for property 
abandoned and which, on that account, cannot remain in 
the construction account, be charged to the accumulated 
surplus, it is evident that a cost which is incurred for the 
benefit of the future is borne by the accumulations of the 
past. Only by making a charge to operating expenses, 
and spreading that charge over a tenn of years, can this 
burden be thrown on those revenues which result from 
the productive use of the improved property. 

This argument may be rendered more emphatic by 
tracing the results of charging abandoned property to 
the accumulated surplus on the interests of the stock- 
holder. The stockholder claims the full equity in the 
accumulated surplus, and no one but the public, under 
the general theory of reasonable rates, can contest this 
claim. Improvements of the kind under consideration 
may involve, and usually do involve, the issue of new 
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securities, which means the acceptance of new partners 
in the enterprise. The purchase of old securities by out- 
siders does not involve the acceptance of new partners in 
the sense in which that phrase is here used. It is proper 
from eveiy point of view that the new partners should 
look to the future for the benefits which are to accrue 
from their investments. They have no claim upon the 
accumulated surplus which existed at the time of their 
investment. A charge to the accumulated surplus, how- 
ever, of the loss resulting from the abandonment of 
property made in connection with betterment work, 
would throw the entire burden of this peculiar cost 
on the old partners. If, however, the value of the aban- 
doned property be written out of the accounts by chai^ges 
to operating expenses spread over a definite period, 
the new investment will bear at least a part of the cost 
of the improvement resulting from the abandonment 
of property. It seems, then, whether this question be 
approached from the point of view of stating the true 
revenue of definite periods, or of the relative interests of 
the old and the new partners, that operating expenses, 
rather than the accumulated surplus, should assume the 
burden of abandoned property. 

§28. Minimum for Additions and Betterments. — 
Most systems of accounting prescribe a minimum below 
which additions and betterments should be excluded 
from addition and betterment charges. In the system 
of accounts as originally prescribed for American railways 
that TnininniiTn was $200. Recognition of a minimum is 
not e]g)laiQed by the common assertion that small amoimts 
are of too slight importance to be made the occasion of 
separate entries. The clerical work in the accounting 
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department is doubtless somewhat reduced when slight 
additions and betterments are covered as current repairs 
in operating expenses. The only adequate reason for 
this minimum is found in the judgment of practical 
accountants that the inclusion of a small margin of current 
improvements in operating expenses, is necessary, as 
an offset to that unseen depreciation which is constantly 
going on, and which cannot be made the occasion of 
depreciation charges. In other words, a minimum of this 
sort is necessary in order to guard against over-charging 
the capital accounts. From the point of view of over- 
capitalization, safety lies in a generous interpretation of 
operating expenses. 

On the other hand, it must be admitted that the ac- 
counting rule which excludes minimum charges for addi- 
tion and betterment work from capital, cannot be ad- 
ministered with any certainty. A program for the same 
work could be drawn so as to include or to exclude the 
cost of such work from capital, according to the gen- 
eral policy approved by the management. Even with the 
best of intentions, accountants will differ in their inter- 
pretations of this rule. It is, in short, a rule that cannot 
be standardized by experience and, on this account, is 
likely to do more harm than good. American railway 
practice does not, at present, recognize any minimum for 
addition and betterment charges. 



CHAPTER V 
OPERATING EXPENSES 

The cfystem of accounts used by American raitwayB 
makes a distinction between expenditures and ezp^iaeB. 
The fonner stands for the cost of the property; the latter, 
for the cost of revenue. This is an arbitrary distincticHiy 
but it is of considerable practical benefit to the railway 
accountant. Unfortunately, the paucity of accounting 
nomenclature makes it necessary to employ the word 
expenditure to cover, also, certain income charges, but 
the word expense is strictly confined to operation and 
will be so used throughout this treatise.^ 

§29. Definition of Operating Expenses* — Operating 
expenses may be defined as the cost of moving passengers 
and freight and of rendering such other services as per- 
tain to the general business of a transportation company. 
They are a charge against the transportation revenues 
of an operating railway. 

Something of their character may be learned by observ- 
ing the place they occupy in the general scheme of debit 
records. Speaking comprehensively, the debit entries of a 
system of railway accounts (taxes alone excepted), may 
be classified under the three heads of construction ex- 
penditures, operating expenses, and corporation charges, 

* NoU: This is not quite true. The word expense is found in the 
classification of construction expenditures. In cases of this sort, 
however, the nature of the transaction, or the condition under which 
the charge arises, furnishes ample explanation. 

86 
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including under that latter phrase direct charges on the 
general balance sheet, as well as charges to the income, 
the profit and loss, and the appropriation accounts. 

The significant fact to be gleaned from this observation 
is that operating expenses are under the control of those 
officers who are responsible for economy and efficiency in 
operation. From this it follows that the ruling considera- 
tion in drawing out a classification of operating expenses, 
is the service of the classification to operating officials. 
Even the classification of construction costs is made to 
conform to this purpose, and the accountant, in distribut- 
ing the items that appear on expense vouchers and pay- 
rolls, is obliged to hold in mind the fact that the chief 
purpose of the statement which he compiles is to enable 
the General Manager to control costs. 

Operating expenses, as that phrase is used in the state- 
ments of the accounting department, do not, however, 
necessarily mean actual payments. A payment is a cash 
transaction, and as such pertains to the records of the 
treasurer. The offset to pa3m:ients is receipts, and the 
balance at any time standing on the books of the treasurer 
represents the cash on hand. The records of the account- 
ant, on the other hand, are kept on the basis of accruals. 
If a liability has accrued, it is entered by the accountant 
in his records, whether a cash pa3rment has been made 
or not. The offset to expenses, therefore, is not receipts 
but earnings or revenue. All the work of a railway ac- 
countant is done on the basis of accruals, a fact that 
should be held clearly in mind in dealing with operating 
expenses. 

§30. Meaning of the General Accounts. — In con- 
formity with the purpose stated above, operating expenses 
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are g^uped under five general cQmprehensive liAaHingp- 
These headings are: — 

Maintenanoe of Way and Stmctores, 
Maintenance of Equipment, 
Trafiic Expenses, 
Transportation Expenses, and 
General Expenses. 



The structure of an operating expense classification thus 
indicated has been observed by the Interstate Commerce 
Commission since its organization in 1887, with the exo^ 
tion that, prior to 1907, Traffic Expenses and Transporta- 
tion Expenses were combined under a common heading. 

Within a few years after its adoption by the Federal 
government, it was accepted by the railway commis&dons 
of the several states and, at the present time, is uniyersa% 
followed by American railways. Its leading distinctions 
were taken over from what is known as the Saratoga 
Classification, which was a classification adopted by a 
few of the leading state railway commissions at a session 
held in Saratoga in 1879. For many years a large number 
of railways followed what is known as the Penncfylvania 
classification which provided a special general account 
for motive power, but that classification was merged into 
the standard classification in 1896. It is thus evident 
that the classification of operating expenses now used 
by American railways is the result of many years of ex- 
perience and discussion. It is a development which repre- 
sents the best thought and experience of American ac- 
countants. , 

The main headings, or general accounts, will be cur- 
sorily considered. 

Mairtienance Accounts. The first and the second of the 
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headings named above, cover expenses incurred in the 
maintenance of the property used in rendering the serv- 
ice of transportation. The separation of the maintenance 
accoimts into Maintenance of Way and Structures, and 
Maintenance of Equipment, rests on the difference that 
exists in the two kinds of property and on the technical 
knowledge required for the treatment of each. The char- 
acter of the duties assimied by the Superintendent of Way 
and Structures is essentially different from that assimied 
by the Superintendent of Equipment. Every road suffi- 
ciently large to enable it to adopt the usual plan of organi- 
zation, separates the responsibility for the care of these 
two kinds of property, and the standard classification of 
operating expenses confonns to this established depart- 
mental organization. 

The inclusion of maintenance charges in the cost of 
operation is in recognition of a fundamental principle of 
accounting, as well as of an established rule of common 
law. This rule is that no industry can declare a profit 
until full provision has been made for the restoration of 
values dissipated in the production of revenue. This 
consideration is especially pertinent for large industries 
like railways, which are administered on the assumption 
of their permanence. A railway is assumed to be a cor- 
poration of perpetual life. In this respect it partakes of 
the character of the State. It is, therefore, essential that 
the administration of each year should transmit the prop- 
erty used in earning revenue to the administration of the 
year following in as good condition as when it was received 
from the administration of the previous year. Should a 
dividend be declared out of current revenues before mak- 
ing good the current dissipation of assets, such a dividend 
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would be erroneously declared. Indeed, it would be no 
dividend in the proper meaning of that word, but a re- 
payment, under the guise of a dividend, of a portion of 
the fimds which the stockholder had entrusted to the 
corporation for the purpose of permanent investment. 
Such a dividend would be paid out of capital, a transaction 
which is universally recognized to be a step toward bank- 
ruptcy. 

Traffic Expenses. The traffic department is the sales 
department of a railway. A railway as a productive in- 
dustry differs from most manufacturing industries in 
that it operates exclusively upon orders. It is the peculiar 
function of the traffic department to procure these orders 
for service; that is to say, to secure shipments of freight 
and to create the conditions under which passenger traffic 
is assured. The traffic official must know thoroughly 
the industrial conditions and business opportunities of 
the territory through which the railway runs, and under- 
take to adjust the services of the railway to the peculiar 
needs of that territoiy. The sales department of a rail- 
way is a distinctive branch of the service, and for that 
reason is accorded an independent general account in the 
classification of operating expenses. 

Transportation Expenses. Transportation expenses are 
the most important single block of operating expenses. 
They cover 50% of the total. This group of expenses 
it is that measiu'es the cost of traffic movement and sug- 
gests by far the larger niunber of those questions that 
center in economy of operation and efficiency of manage- 
ment. For this reaaon, if for no other, transportation 
expenses, or what with propriety might be termed move- 
ment costs, should be grouped under a single heading. 
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General Expenses. General expenses are those which are 
common to all departments and all functions of an operat- 
ing railway. To some extent, also, this group of expenses 
covers miscellaneous items, which, if distributed to the 
other headings, would tend to weaken the sense of respon- 
sibility imposed on the chiefs of the several departments 
in charge of operation. This group of expenses covers 
the salaries and office expenses of the president, the secre- 
tary, the treasurer, the accountant, the real estate agent, 
the tax commissioner, and other officers whose duties 
are general in character. It covers, also, the expenses of 
relief departments, pensions, and special and temporary 
expenses, like the cost of inventories or valuations. It is 
thus evident that general expenses stand for a specific 
tine of activities and responsibilities and, while different 
m their scope, are on the same footing as maintenance, 
traffic, and transportation expenses. 

§ 31. Meaning of the Word Maintenance. — No ques- 
tion has given rise to greater controversy than the ques- 
tion of what constitutors adequate maintenance. The con- 
fusion which surrounds this question is due primarily to 
the different points of view from which it is regarded. 
There are three conceptions bound up in this word, and 
those who dispute so hotly over the appropriate policy 
of a railway relative to maintenance, or to the test of 
adequate maintenance, are not always clear as to which 
conception is under consideration. These three concep- 
tions of maintenance are as follows: 

The general manager's conception, which recogmzes the 
duty of maintaining railway property, used in the service 
of transportation, up to the standard of maximum effi- 
ciency and safety. 
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The financier's conception, which has regBod to some 
established ratio between the physical property and out- 
standing securities. This conception is of more significance 
for a new property than for a property with well established 
business connections. 

The accountant's conception, which accepts as the 
basis from which to measure maintenance, the origioal 
cost of the property as affected by improvements and 
abandonments, subsequent to the transfer of the properly 
for open line work; or, to use the phrase embodied in the 
recent Act of Congress, the " original cost to date." 

Provided one holds in mind these three points of view 
from which maintenance may be regarded, it is believed 
that many of the misunderstandings which surround the 
discussion of this subject will be cleared away. 

It is frequently said that there is no depreciation of 
railway property, because the Superintendent in charge of 
roadway and structures and the Superintendent in charge 
of equipment, maintain the property up to a point where it 
can earn the highest net revenue. Admitting this claim 
respecting the degree of maintenance to be correct, and 
it probably is correct from the point of view of the general 
manager, the appraisal of such a property would disclose 
the fact that it is operated at about 80% of what it would 
cost new. This general conclusion is supported by most of 
the appraisals that have thus far been made of railway 
property. Should more accurate appraisals change this 
percentage, the fact would nevertheless remain that the 
maintenance of railway property stands considerably 
below the original cost, or the present reproduction value 
of the property. If the views of the general manager are 
to furnish a measure for maintenance, the balance sheet 



OPERATING EXPENSES 98 

statement of "investments" in physical property will 
be 20% in excess of the current value and, should the 
accoimts fail to record so significant a fact, this most im- 
portant statement would close with an overstatement of 
surplus to the extent of the unrecognized dissipation of 
ftssets. It is quite proper for the general manager to 
accept efficiency and safety as the standard of operating 
maintenance, but it does not follow that the financier or 
the accountant should rest satisfied with such a standard. 

The second point of view from which maintenance may 
be r^arded is that of the financier. For him property is 
maintained when liabilities are validated. Railway bonds 
are for the most part mortgage bonds and rest for their 
primary vaUdation on specificaUy described items of 
physical property. If this property is permitted to de- 
teriorate below its original standard, the securities to 
that extent are thereby devalidated. From the point of 
view of the owner of securities, therefore, there is no 
warrant for the financial administration to accept and 
apply the general manager's definition of maintenance. 
The stockholder and the bondholder cannot afford to 
sanction such a policy. They are obliged to hold in mind 
the protection of their interests in case the corporation, 
which is the trustee for their investments, becomes in- 
solvent and passes into the hands of a receiver. They do 
not desire to lose 20% of their original investment, gone 
no one knows where. The only measure of maintenance 
which it is safe for them to recognize is maintenance to 
original cost. They cannot afford to accept less. 

The accountant's conception of maintenance, which 
accepts the original cost to date as the standard to which 
property should be maintained, covers both of the in- 
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terests indicated above, and adds a consideration of its 
own, namely: the influence of constant change in current 
prices and types of property on long standing invest- 
ments in physical assets. The accountant deals with the 
chai^ge on his ledger for property and, provided property 
abandoned is properly cared for in the accounts, provided 
correct accoimting rules for additions and betterments 
are followed, and provided, further, that adjustments on 
accoimt of changing prices of labor and material are ac- 
tually made when old imits are replaced by new, — ^the cost 
of the property as it stands on the ledger will serve as a safe 
standard by which to measure adequate maintenance. 

§ 32. Depreciation. — Charges for the creation of a 
depreciation reserve are charges for maintenance and, for 
that reason, are carried by operating expenses. Their 
purpose is to raise a reserve against which the cost of 
replacing important pieces of property may be charged 
when, for any reason, such property is retired. The 
units of property are constantly changing, but the prop- 
erty register, or rather the original cost of the property 
that stands on the register, must be maintained. The 
dissipation of assets known as depreciation is a current 
cost and should be borne out of current revenues. The 
problem of depreciation is a problem that pertains pri- 
marily to operating expenses. 

No provision was made for formal depreciation charges 
in the classification of operating expenses used by Amer- 
ican railways prior to 1907. For many years, maintenance 
charges were covered by the two primary accounts of 
"Repairs*' and "Renewals and Replacements." The 
system of accounting now in use distributes maintenance 
charges to three primary accounts, namely: "Repairs," 
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"Depreciation," and "Retirements." By turning to the 
list of operating expense accounts b^inning on page 269, 
Appendix B, one observes that forty-five primary ac- 
counts, out of a total of one hundred and ninety-six, 
cover depreciation chai^ges. Each depreciation account 
is in addition to the repair account for the same class 
of property, and is assumed to cover the dissipation of 
assets that can not be restored by current repairs. De- 
preciation charges are made monthly, and are credited 
to a reserve against which the replacement of the property 
can be charged when the property is replaced. This 
means that the burden imposed on revenue of replacing 
property when retired, is spread over the operating life 
of the property, and is not imposed as a lump sum on the 
revenues of the year when the property is retired. This 
is what is meant by formal depreciation accounting. 

The real difference, then, between the two methods of 
procedure, is that the older classification allowed the en- 
tire cost of replacing a unit of property to be charged to 
operating expenses at the time of its replacement, while 
the classification now in use requires each piece of prop- 
erty, month by month during its life, to contribute to a 
replacement reserve out of which property is maintained. 
One of the most troublesome questions that arise in the 
practice of accounting is to know when, and under what 
conditions, expenses should be spread over a period of 
time, and when they should be closed out by a single 
charge. Depreciation accounting assumes that main- 
tenance costs that cannot be localized, should be spread 
over the life of the property. 

It is thus evident that formal depreciation charges are 
not essential for the maintenance of the property. In- 
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deedy it is possible, by asRiiTning evenly balanced condi- 
ticxis, to conclude that the same results would follow the 
application of either of the methods described above. 
This may be made clear by an illustration. Assume the 
life of freight cars to be twenty years, and that the equip- 
ment register of a railway shows twenty series of a thou- 
sand cars each. Assiune, further, the original cost of all 
cars to have been the same and that the age of the cars 
in the several series varies from one to nineteen years. 
Under such conditions, which for the purpose of the 
illustration have been evenly balanced, it would make no 
difference whether all of the twenty thousand cars con- 
tribute annually 5% of their original cost to a depreciation 
reserve, to which is chaiged the cost of replacing one 
thousand cars each year, or whether no depreciation 
reserve is raised and the cost of replacing a thousand 
cars each year is chaiged directly to operating expenses. 
Under the conditions assumed, either procedure would re- 
sult in the maintenance of the property, and the cost of 
maintenance would be spread evenly over the twenty 
years, during which period eveiy car on the register would 
have been retired and replaced. 

Nevertheless, a formal depreciation charge is desirable, 
and for five reasons. 

In the first place, a satisfactory system of accounting 
must recognize all interests involved in a business. It 
is not enough to maintain property to the requirements 
of eflSciency and safety. The validation of securities 
and the maintenance of values notwithstanding current 
changes in the price of labor and material are, from the 
point of view of financial requirements, equally important. 
The problem of depreciation charges is much broader 
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than the problem for which the general manager assumes 
responsibiUty. 

Formal depreciation accomiting, also, renders marked 
assistance in drawing the line between revenue chaiges 
and capital charges. Current dissipation of assets is not 
due entirely to wear, or to the effect of weather conditions; 
development in the technique of the instruments of trans- 
portation as shown in minor changes or modifications of 
type, are of equal importance. It is these changes that 
cause the retirement of property units before the expira- 
tion of what otherwise would have been their normal life. 
There is a depreciation of obsolescence as well as a depre- 
ciation traceable to use and to time. This depreciation 
of obsolescence represents an assemblage of minor changes 
which result ultimately in a decided change of type, but 
no one of which is of sufficient significance to be classed 
as an addition or a betterment. Past experience shows 
this phase of depreciation to have been as constant and 
almost as r^ular as the wear of property through use, 
and for that reason the cost involved should be borne by 
current revenues. Costs of this kind, like ordinary main- 
tenance costs, should be spread evenly over the life of the 
property concerned, and the most certain way of attaining 
this result is to include the depreciation of obsolescence, 
along with other forms of depreciation, in estimating the 
normal life of the property imits. 

A third consideration in support of the policy of de- 
preciation is found in the use that may be made of the 
depreciation reserve, should it become necessary to change 
in any particular the form of capital investment. In case, 
for example, the management of a railway deems it expe- 
dient to substitute electric locomotives for steam loco- 
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motives, there is no reason why the reserve created by 
charges for the retirement of steam locomotives should 
not bear at least a part of the cost of electric equipment 
by which the steam locomotives are replaced. Neither 
the stockholder nor the bondholder is interested in the 
physical form which his investment assiunes. All this 
interest asks is that the value of the investment shaU not 
be dissipated and that it shaU be in physical form capable 
of earning revenue. The cost made necessary by the 
change is due to gradually changing conditions, and for 
that reason should be borne by current revenues. It is 
not claimed that this result can not be attained by other 
accounting methods, but that formal depreciation accoimt- 
ing is the easiest, simplest, and most trustworthy method 
of procedure. 

A fourth reason for formal depreciation charges is 
found in the fact that many railwa3rs do not have a suffi- 
cient amount of property to ensure equitable results, in 
case reliance is placed on current replacements to main- 
tain their assets. Moreover, all railwa3rs have certain 
kinds of property which involve such large investments 
that to charge their replacements to the operating ex- 
penses of any particular month or year would distort 
accoimting results. To operate a vessel property, for 
example, without providing during the life of the vessel 
for its ultimate retirement, would never be r^arded as 
the application of sound business principles. 

A special consideration may be urged in support of 
current depreciation charges. In a country where railway 
securities are constantly bought and sold upon the market, 
it is of the utmost importance that the monthly state- 
ment of net revenues from operations be correct.,^ This is 
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true because these statements exert a decided influence 
on stock transactions. It is quite possible, should a rail- 
way management so desire, to show for any month or 
year a net revenue higher than the true amount, by post- 
poning the replacement of worn out property, and thus 
permit the property to deteriorate without a correspond- 
ing entry in the operating expenses. In this manner the 
management could show a net revenue from operation 
higher than the true net revenue. 

It is the function of accounting to ensure that current 
statements are true, and this can be done with greater 
certainty by means of formal depreciation chaiges than 
by relying upon the more or less arbitrary instructions 
of the general manager. The temptation to influence 
the market by "skinning" the property ought to be 
removed from those whom the stockholders have ap- 
pointed as trustees of their investment, and this can 
be done, in part at least, by the rule that regular 
monthly charges be made for the creation of a depreda- 
tion reserve. 

§ 33. The Rate of Depredation. — The rate of depre- 
ciation to be charged for the creation of a replacement 
reserve depends on the expectation of life for the kind of 
property to be maintained. Experience tables resting 
on the records of past years are accepted as a trustworthy 
forecast of the future and rates are adjusted accordingly. 
The reasoning is quite the same as that employed by 
insurance actuaries for determining the premium to be 
paid for any kind of insurance. This may be expressed 
definitely. Property that bears an expectation of life 
of twenty-five years under the condition of its use should 
contribute annually 4% of its original cost, less salvage, 
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to the depreciation reserve. The annual rate varies in- 
versely with the expectation of life. 

The amount upon which the rate is computed should 
be the original cost less estimated salvage at the date of 
retirement. A locomotive, for example, carries a scrap 
value of from 12 to 15%, which means that the amount 
to be accumulated in the reserve is but from 88 to 85% 
of the original cost. For some reason not altogether clear, 
it is the practice of accountants to reduce the rate rather 
than reduce the sum on which the rate is computed. The 
relative merits of these two methods is scarcely worth 
discussion; the amount carried in the depreciation re- 
serve would be the same in either case. 

The normal expectation of life for the property having 
been determined, as also the amoimt to be accumulated, 
there still remains the question as to the rule by which 
depreciation charges are to be applied. Actuarial ac- 
countants discuss three different rules. 

The generally accepted rule is that a imifonn rate 
should be chai^ged annually throughout the normal life 
of the property. This is what is known as "straight line" 
depreciation. The curve which represents its application 
is a straight line. The argument in its favor is that it is 
simple and easily imdcrstood, and that it takes from the 
management the temptation of arbitrary adjustments 
for the sake of making temporary showings. 

The rate charged may vary from year to year to 
conform to what is assumed to be the facts respecting 
the wear of the property, and the wear of the property 
is assumed to vary with the need of current repairs. While 
the property is new the rate would be low, but it would 
increase year by year, — ^the percentage charge being at 
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its maximum the year before the retirement of the prop- 
erty. The reasoning that miderlies this rule seems to be 
the same as that involved in the discussion of the proposi- 
tion, that it is the last straw that breaks the camel's back. 
The truth is that the loss of value to be covered by de- 
preciation charges, is a loss in excess of the current wear 
of property which can be made good by current repairs. 
Depreciation charges and repair charges are the comple- 
ments of each other, the two making the total of dissipated 
assets to be borne by current revenues. If the percentage 
of repairs is high, it is likely that the annual loss by de- 
preciation will be low. If any variation from a straight 
annual charge is to be allowed, it should be the reverse 
of that required by the rule \mder consideration. 

A third rule has been urged which substitutes a 
definite annuity for a definite rate, and which has the 
result of charging a decreased depreciation rate for each 
year added to the life of the property. In this case, the 
amoimt to be contributed to the reserve during the life 
of the property is first determined, and an amoimt set 
up for the charge of the first year which is reduced for 
the charges of each subsequent year, by the amoimt of 
interest which accrues on all the charges of previous years. 
The error of this reasoning, so far as depreciation reserves 
are concerned, lies in the fact that it involves the actual 
transfer of cash to trustees for investment. The reason 
why, imder this plan, depreciation charges to operating 
expenses decrease from year to year, is that a fund of 
productive property is accumulated which contributes to 
the depreciation reserve from income outside of trans- 
portation revenues. This rule cannot be applied imless 
the management deems it wise to create a depreciation 
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fund to balance the depreciation reserve, and this is com- 
monly r^arded as imdesirable in ordinary railway prac- 
tice. Straight line depreciation charges are therefore 
advocated. * 

§34. Adjustment of the Depreciation Reserves. — 
Another technical question arises in the use of a de- 
predation charge. It is the avowed purpose of these 
charges to burden current revenues with future pay- 
ments. The amoimts charged are estimates and may 
prove to be either too high, or too low, to replace the 
property when retired. The estimate of the value of 
salvage may be different from the sale value of scrap 
when the units of property are broken up. Accidents, 
also, may not have been correctly estimated with the 
result that an unduly large amoimt of property is retired 
before the expiration of its normal life. It is not likely 
that the depreciation reserve will measure exactly the 
amounts that will be charged against it. 

This situation may be met by either of two adjustments. 
The more perfect method is to keep separate records for 
different classes of property whose life history is likely to 
show different results, and, on the replacement of a par- 
ticular unit, to charge to the depreciation reserve only 
80 much as that unit has contributed, the difference to be 
charged directly to the operating expenses of the year in 
which the property is retired. For example, let it be 
assumed that the depreciation charge for a particular 
series of freight cars has been made on the basis of a 
twenty year Ufe period, and that a car of this series has 
been destroyed at the age of fifteen years. Manifestly, 
only 75% of the cost of the car, 1^ salvage, stands in the 
depreciation reserve. In such a case, 75% of the cost is 
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carried by the depreciation reserve, and 25%, less salvage, 
by the expenses of the year in which the accident occurred. 
This is the rule promulgated for the use of American rail- 
ways, and the primary account of ''Retirements" has 
been provided for this and similar charges. This is sound 
accounting, for it charges to the revenue of the year in 
which the accident occurs the cost of the accident. This 
rule implies, also, that the depreciation charge on accoimt 
of any piece of property should be discontinued when it 
has contributed its ledger cost to the depreciation reserve. 
In most cases this will be when it has lived its normal life. 
After that date, a charge for depreciation on such property 
should be discontinued. 

The other method of procedure is to rely on general 
averages. The entire cost of replacement of a imit of 
property should be charged to the depreciation reserve 
and all units that live longer than the normal period 
assumed should continue to contribute to the depreciation 
reserve. The consideration against this method is the 
fact that it does not enable the accountant to localize 
the cost of accident, or of any unforeseen contingency, 
in his annual statement of net operating revenues. This 
balance ought to be determined with the highest possible 
degree of accuracy. 

In either case, the reserve carried may prove to be too 
high or too low, and the accountant must face the pos- 
sibility of changing the rate from time to time to fit actual 
results. A rule can be devised to meet this contingency. 
In the sjrstem of accounts used by Chinese railways, for 
example, provision is made for a sliding scale for the ad- 
justment of depreciation chai^ges. A normal ratio between 
the depreciation reserve and the original cost of the prop- 
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erty is asBumed, and the rate is varied from year to year 
80 as to maintain that ratio. 

Anotho* practical question arises. DepreciatMn r&- 
senres should b^gin with the (q)eration of the property, 
but it frequently occurs that this class of maintenanoe 
charges is postponed until the pnp&ty has been op- 
erated for a considerable period. Undar such conditioiis^ 
the question (A how to raise a depredation reserve comes 
to be a very practical question. The simplest method is 
to diarge profit and loss, and credit depreciatioii reserve 
with the amount of unrecorded depredation. Tliis would 
reduce the balance sheet balance which stands for free or 
uni^pnq>riated surplus, a result that is mtirdy defensible, 
for the reason that a surplus declared without having 
made provision for current depredation is too hi^ Sudi 
a procedure, however, might require a railway to puUidi 
a report which, if not fuUy understood, would affect in- 
juriously the financial standing of the property. This 
being the case, it seems wiser to make no drastic change 
in the published surplus, but to charge the unrecorded 
depredation directly to operating expenses^ undar the 
primary account '' Retirements," at the time the property 
is actually retired and replaced. By this method, the 
burden of providing for unrecorded depreciation is ^read 
over the ronaining life of the property that stands on the 
register at the time a depreciation resave is set up. In 
this case, a rule of accounting which is sound in g^i^al 
theory, is subordinated to consideraticms of busmess 
pdicy. 

§35. Joint Facility Accounts. — ^The classification of 
operating expenses devised by the Interstate Commerce 
Commifflicm for the use of American railways, differs 
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from the customary accounts prior to 1907, in the extensive 
use which it makes of what are known as the joint facility 
accounts. The operating conditions which give rise to 
the necessity of these accounts may be easily stated. A 
considerable amount of property devoted to the service 
of transportation is used jointly by two or more operating 
railways. Thus tracks, bridges, yards, wharves, stations, 
interlocking devices, and other facilities, may be used by 
two or more lines. The contracts or operating agreements 
imder which such property is jointly used, cover a great 
variety of conditions, and are adjusted according to the 
different aims and purposes of the contracting parties. 
In every case, however, it is necessary that the respon- 
sibility for the maintenance and operation of property 
jointly used should be correctly stated, and that the 
accounting entries should truly represent the facts of 
such joint use. It should be recognized that the debit and 
credit entries required to make final adjustment of this 
class of transactions, are to be found in the records of the 
several corporations concerned; while the debit and credit 
entries on the books of a given railway, are nothing more 
than the shifting of charges between the various primary 
accoimts of a specific classification. Provided this dis- 
tinction is held in mind, the joint facility accounts may 
be easily understood. 

The original charge for the maintenance of facilities 
used jointly by two or more railways, appears in the 
accounts of that railway which is responsible for the ex- 
pense. For example, maintenance charges for a yard 
jointly used, appear as an original charge in the accounts 
of the company which owns the yard, or which, under the 
agreement, is responsible for its maintenance. It is ev- 
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ident, also, that to the extent that this mamtenance ex- 
pense is incurred for another line, it will be made the basis 
of a bill which the using line will be obliged to recognize. 
Prior to the institution of the joint facility accounts, the 
amounts covered by such a biU would have been credited 
by the responsible operating company in its primary 
accounts, and presumably (although this was not alwa3rs 
the case)a charge would have been made to the correspond- 
ing primary accounts of the using company. So far as the 
adjustment of interline accounts is concerned, such a 
method attains a correct result as far as it goes, but it 
fails to satisfy sound accounting principles in two partic- 
ulars. 

In the first place, imless the company which accepts 
the bill distributes its chaiges to the maintenance accounts, 
in the same way that the company which renders the bill 
gave credit to its maintenance accounts, it is not possible 
to add the accounting statements of different lines and 
arrive at a correct statement of the amounts carried by 
the various primary accounts of the several companies. 

The second difficulty resulting from the method of ad- 
justing interline accounts in the manner described above, 
is, that a credit by any company to its primary accounts of 
such a portion of the original charges as were made for the 
benefit of a foreign company, shows that the officer in 
charge of maintenance has spent less money in mainte- 
nance than in fact has been spent. It is essential, if the op- 
erating accounts are to be used as a means of testing the 
efficiency of operating officers, that a full and complete 
acknowledgment be made of the work done, and that the 
entire expense of such work be charged against the re- 
sponsible department. It is primarily to arrive at this 
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result that provision is made for joint facility accounts. 
The interline method of adjustment under the joint facil- 
ity accounts, requires that the original charges to operat- 
ing expenses on the part of the responsible railway remain 
unchanged, but, to the extent that these original expenses 
have been incurred for another line, the total amount 
which is made the basis of bills against the using line 
shoidd be taken out of operating expenses by a credit to 
the ''joint facilities" credit accounts. That is to say, it is 
taken out in a single item rather than by credits distrib- 
uted to the general primary accounts concerned. The 
using company, also, which accepts this bill, does not dis- 
tribute the amount carried as charges to its several pri- 
mary maintenance accounts, but carries it as a single item 
under the "joint facilities" debit accounts. 

The service rendered by the joint facilities accounts 
may be expressed as follows. It is desirable to obtain 
from an operating expense statement two totals, each of 
which carries with it a different significance. Thus it is 
necessary to know the amount of expenses which have 
been actually inciured by the operating oflScers during 
a definite period. This figure stands for the work which 
has actually been done. It measiures the responsibilities 
imposed upon an operating oflScer and is made the basis 
of all efficiency investigations. On the other hand, it is 
equally essential that the operating expense statement 
of each company should accurately state the expense 
incurred in earning its revenue. By the use of the joint 
facility debit and credit accounts, both of these aims may 
be readily secured. In order to arrive at the efficiency 
figure, no credits are made before summarizing operating 
expenses; in order to arrive at the cost of revenue, the 
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credits are deducted in a lump sum after the charges to 
the primary accounts have been totaled. In a statistical 
summaiy which combines the operating expenses of all 
roads, these debits and credits will, of course, balance and, 
consequently, be eliminated from the statement, pro- 
vided all parties to the joint use of the property are in- 
cluded in the stat^nent. For these reasons joint facility 
accounts approve th^nselves to sound accounting prin- 
ciples. 



CHAPTER VI 
OPERATING REVENUES 

Ai;rHonGH transportation as such covers a wide range 
of services, the commercial character of the business trans- 
actions to which it gives rise, is the same for all kinds and 
grades of service rendered, and for that reason may be 
grouped under a single set of accounting records. These 
records, so far as th^ cover the credit side of railway opera- 
tions, make up the operating revenue accounts. 

§36. Definition of Operating Revenues. — Operating 
revenues may be defined as the earnings that accrue 
from the movement of freight, passengers, mail, express, 
and other goods however designated, and from the render- 
ing of such services as are ancillary to the general business 
of a transportation company. This definition is the same 
in effect as the description of the ''Accounts for operat- 
ing revenues" to be found in the official classification. 
''The accounts provided for operating revenues," so 
read the instructions, "are designed to show amounts 
of money, which a carrier becomes entitled to receive for 
transportation and for operation incident thereto." 

It will be observed that the above definition is the 
converse of the definition of operating expenses to be 
found in the preceding chapter. The language is quite 
the same except that " earnings" is substituted for " costs." 
This is intentional, for something will be gained if it 
is clearly seen that operating revenues and operating 
expenses are each complementary to the other. The 
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one is the credit and the other the debit side of the state- 
ment that closes with the net balance that shows how 
much operations have contributed to the financial success 
or failure of the corporation. Provided this relation were 
clearly perceived and strictly observed, quite a number 
of errors now carried by the reports of some raQways 
would be eliminated. 

It should be further observed that both the definition 
given above, and the instruction quoted, distinguish be- 
tween revenues and receipts. This is correct. Revenue 
as an accounting conception is tied to service. It is con- 
fined to moneys earned by services rendered. Moneys 
collected for other companies, or which for any reason 
lodge in the treasury of the corporation, but are of no 
benefit to the finances of the corporation, are not revenues. 
While such moneys may swell the cash on hand, they do 
not afifect in the slightest the net of operation or the sur- 
plus of current transactions. 

The converse of this is also true. Revenue may be 
credited without the receipt of money. Provided the 
service has been rendered and a liability thereby created 
in favor of the railway, the revenue account will take 
credit for the amount earned whether money has been 
received for the service rendered or not. As stated in the 
definition, revenue is earnings accrued. 

Legai Character of Revenue, The conception of rev- 
enue for which the foregoing definition stands, comes a 
little closer to the situation as it exists, when it is recog- 
nized that each act of transportation rests on a contract 
between the railway as a common carrier and the shipper 
as a purchaser of transportation service. In the case of 
freight, for example, the terms of the contract are minutely 
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described in the ''Freight Classification/' in the bills of 
lading, and in the published tariffs. Here one may learn 
the conditions of packing for shipment, the character 
and extent of liabilities assumed by the carrier, the use 
of cars and tracks at terminals granted the shipper, the 
units used in computing revenue, and many other items 
that might be named. Freight tariffs on American rail- 
ways are quite complicated but, such as they are, the 
revenue that accrues to the railway is determined by 
applying the legal tariff to the actual service. This is 
done, in the first instance, by the station agent who deals 
directly with the shipper, but his computation does not 
fix the figure that goes into the book as revenue. In 
order to arrive at the revenue for which the accountant 
takes credit, all way bills, abstracts, and other similar 
papers, are subject to audit in the office of the Freight 
Auditor. Corresponding papers for the passenger service 
and for miscellaneous revenues, are checked by the Passen- 
ger Auditor, or the Auditor of Special Receipts. These 
auditors may be called the railway's experts in the applica- 
tion of the tariffs, and the definition given above of operat- 
ing revenue may be extended to include the functions 
that they render. 

The operating revenue of a common carrier is the 
amount which results from the application of the tariff 
to the service as determined by current audits. Under 
the law, it is not competent for a railway to receive more 
or less, nor for a shipper to pay more or less, than the 
l^al tariff. The conception of an operating revenue is, 
in this country, a legal conception. Operating revenue 
is an accrued credit determined by the judicial act of 
an administrative officer. 
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TreatmerU of Corrections. There are, of oouraey oop- 
ledions to be made after the primary audit is com- 
pleted. This is true because the necessity for a quick 
determination of current revenues warrants the state- 
ment of revenues for a particular month, before all the 
facts relative to the transactions of that month can be 
reported. On a well administered railway the revenue 
accounts of a month are closed from twenty-five to twenty- 
eight days after the close of the month to which they per- 
tain. In order to meet this situation, the standard rules of 
accounting provide that certain kinds of correction charges 
may be made against revenues when such corrections 
are determined. For freight revenues they are as follows: 

The carrier's portion of overcharges resulting from the use of 
erroneous rates, weights, classifications or computations. 

The carrier's portion of refunds on account of errors in rout- 
ing and billing. 

The carrier^s portion of uncollected revenue on freight lost 
or destroyed in transit. 

The carrier's proportion of uncollected tariff chaiges on 
damaged shipments for which charges neither shipper nor con- 
signee is liable. 

It will be noted that the above-named charges against 
revenues are due to a misinterpretation of the legal tariff, 
to misinformation as to facts, or to a failure on the part 
of the carrier to comply with the terms of the contract. 
The corrections are all in the direction of a more acciurate 
statement of the legal revenue. Such charges against 
revenue are defensible, although efficient administration 
of the property in all its branches, will tend to reduce 
them from a small percentage to a vanishing quantity. 
It is their relative insignificance that justifies chaipng 
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the corrections that pertain to one month to the rev- 
enues of subsequent months. The assumption is that 
every month carries correction charges of about the same 
relative amount and therefore that no month is unduly 
charged. Such assumptions are dangerous, but in this 
case the departure from strict accounting seems amply 
justified. If a monthly statement of revenues were to be 
withheld until the transactions of eveiy month could be 
charged with all the corrections that pertain to them, the 
delay thus occasioned would render them of slight signifi- 
cance to the management or to the financier. 

These correction charges must be distinguished from 
failure on the part of a shipper to pay for a transportation 
service actually rendered. In that case, revenue has 
been earned. The management has the right to a credit 
for service rendered. The loss due to the failure of the 
shipper to perform his part of the transportation contract 
cannot be charged against revenues, but must be cleared 
out of the accounts in some other way. 

Absorbed Expenses. The definition of operating reve- 
nues imbedded in the practice of American railways pro- 
vides for another class of charges against revenues: that 
is to say, charges that stand for payments to outside parties 
for assistance in the execution of a transportation con- 
tract entered into by a raQway, and for the execution 
of which the railway has taken credit. This class of 
charges brings up what is technically known as an ab- 
sorbed expense. An illustration will make clear the mean- 
ing of this phrase and its bearing on the definition (d 
operating revenue. Assume that a railway is obliged, by 
competitive conditions, to publish a tariff that contracts 
to deliver freight at some point beyond the terminus of 
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its owD line, and that the payment of a switching chaige 
is necessary to complete the haul covered l^ the legal 
tariff. In such a case, the true revenue oi the cootracting 
railway would be the amount which accrued under the 
tariff less the amount paid the switching company for 
assistance in effecting delivery. 

That this is correct accounting is evident when one 
observes the result of following the only alternative treat- 
ment. The railway that takes the contract for delivoy 
might set up the entire amount which accrues under the 
tariff as its revenue, and charge the amount paid the 
switching company as an operating expense. Net revenue 
would be the same as the revenue declared by the former 
method of treatment, but the revenues of the two com- 
panies concerned in effecting delivery of the goods would 
be duplicated to the extent of the switching payment. 
It may be laid down as a rule without exception that no 
railway should take credit for revenue earned by the capi- 
tal and organization of another railway, or of any outside 
agency. 

The principle of absorbed costs covers a wide range of 
charges. The following are mentioned in the definition 
of freight revenue found in the standard classification of 
operating revenue. They are expenses to be absorbed 
by revenue and not made a charge to operating expenses. 

Amount paid as bridge and ferry arbitraries on freight. 

Amount paid for completing a haul 

Amount paid for elevation of freight. 

Amounts paid for switching services, in connection with the 
transportation of freight, on the basis of switching tariffs, and 
allowances out of through rates, including the amounts paid 
for switching empty cars in connection with a freight revenue 
movement. 
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Amounts paid for transferring freight between stations. 
Arbitraries and allowances to others for lighterage and wharf- 
age. 

Operating revenue is what a railway earns with its own 
organization and its own employees, the l^al tariff being 
applied to the service actually rendered. 

§37. The General Revenue Accounts.— Like all 
classifications in the standard system of railway accounts, 
this classification is divided into general and primary 
accoimts. The general accounts, which are main headings 
under which congruous revenues are assembled, are four 
in niunber, as follows: 

Transportation — Rail, 
Transportation — Water, 
Incidental, and 
Joint Facility. 

The first is by far the most important since it carries 07% 
of all operating revenues, but the other three call for 
cursory explanation, in order to make clear the structure 
of the revenue classification as a whole. They will be 
considered in reverse order to that of their mention. The 
classification itself, including both primary and general 
accounts, and the instructions for their use, will be found 
in Appendix B. 

The Joint Facility Accounts. The purpose of the 
joint facility accoimts in the revenue classification is 
quite the same as that already explained for the corre- 
sponding expense accounts. They are designed to dis- 
tribute the net revenues that accrue from jointly operated 
properties, so that each party to a joint agreement will 
be credited with its proper share. This distribution may 
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require a company to pay over to others a part of what 
it has received for services jointly rendered, or to accept 
from others a part of what they have received. There 
must be, therefore, both a '' credit '' and a ^'debif joint 
facility revenue account. The former includes ^'the 
carrier's proportion of revenue collected by others" in 
connection with the operation of joint properties; the 
latter, ''the proportion of revenue from the operation q{ 
joint (properties) which is creditable to other companies." 
By the use of these accounts, it is possible for current 
records of the operating company to cany a single state- 
ment of all the revenues that accrue to a particular joint 
facility, and at the same time to cover with the total ci 
its operating revenues only that proportion which belongs 
to it. The accounts of the ''tenant" companies, also, are 
by this treatment properly adjusted. 

IndderUdl Revenue Accounts. The "Incidental" rev- 
enues covered by a general heading are such as accrue 
from services which are not in themselves transportation 
services, but which must be performed in order that rail- 
way passengers and railway shippers may be served in 
the most effective and economical manner. They cover 
such sources of revenue as hotels and restaurants kept by 
the railway, parcel rooms and storage, grain elevators, 
stockyards, power plants when power is sold, and the like. 
A parcel room at stations is required for the conv^ence 
of passengers, but for many reasons the fee paid for a 
parcel check could not be covered in the price of a ticket. 
Demurrage must be chaiged, but it is not an "earning" 
of transportation. It is rather a penalty charge imposed 
in order to induce shippers to release cars; it is no part of 
the price paid for transportation. These are illustrations 
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of the kinds of revenue brought together under the gen- 
eral heading of incidental revenues. 

From the accounting point of view, incidental revenues 
fall into two classesi namely: those that can and those that 
cannot be charged with specific expenses. For the former, 
an independent expense account is set up in the classifica- 
tion of operating expenses, as will be seen by tinning to 
Appendix B, p. 275, which contains a list of " Miscellaneous 
operations" for which a specific expense account is main- 
tained. All of the operations here named are to be found 
on their revenue side under the general heading " Inciden- 
tal" revenues. The point to be observed is that, ac- 
cording to standardized practice, the gross revenues from 
miscellaneous operations are included with the gross oper- 
ating revenues. This is the usual statement as compiled 
and published by railways. At the same time, the net 
revenue of both groups of operations may be read from 
the statement, and the net revenues of any particular 
miscellaneous service may be read from the accounts. 
This adjustment is the result of the Revision of 1014. 
Originally, the net revenues only of miscellaneous opera- 
tions was set forth in the general statement of operations. 

For the other class of incidental revenues, no attempt 
is made to segregate expenses. ^'Station, train and boat 
privileges" appear in the accoimts as gross revenue. The 
same is true of parcel room receipts, storage of freight or 
of baggage, and the like. Expenses are, of course, in- 
curred in earning these revenues, but they remain in the 
accounts buried with other expenses. The amounts in- 
volved are relatively small. The needs of the auditor of 
revenues are fully met, and no serious error is likely to 
arise. 
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The same consideration explains the appearance of an 
account entitled ''Rents of buildings and other property'' 
as a primary accoimt imder the general heading " Inciden- 
tal" revenues. According to strict analysis, all rents 
should be credited to income and not to operation. It 
stands for what is received for the loan of capital, and 
not for the rendering of a service. But it is not always 
possible to arrive at the pure rent. In a general office 
building, for example, a spare room may be taken by a 
tenant for a flat rate per month. It is not possible to 
say how much should be charged against this rent for 
heating, lighting, elevator service, telephone service, 
janitor service, and the like. It is not possible to separate 
the pure rent from the repayment of expenses incurred 
by the railway for the benefit of the tenant. For this 
reason, the entire amount is covered into operating 
revenues as a flat rental receipt. The rule on this point 
carries the explanation. It says clearly that the operating 
rental account is to be used only "when the property is 
operated and maintained in connection with the property 
used in the carrier's transportation operations, and the 
expenses of maintaining and operating the rented portion 
cannot be separated from the expenses of that portion 
used by the carrier." This distinction ought to be grasped 
firmly by every accountant, for more mistakes are made 
in the treatment of rentals than in the treatment of any 
other class of entries. 

Transportation — Water line. It will be observed from 
the above list of general revenue accounts, that water 
Une transportation is given a separate heading. This does 
not mean that the earnings of every boat, ferry, or-iighter 
operated by a railway must be classed as water line rev- 
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enue. On the contraiy, rail line transportation includes 
"the necessary conveyance by water transfers (ferries, 
lighterage, and floatage) either between track terminals 
or between track terminals and points not reached by 
tracks." The ferry boats that carry cars from Frankfort 
in Michigan across the lake to Manitowoc in Wisconsin 
are classed as railway floating equipment, and the rev- 
enue that accrues is classed as rail line transportation 
revenue. 

In contrast with the above, reference may be made to 
the line of boats operated by the Erie Railway Company 
between Buffalo, New York, and Manitowoc, Wisconsin, 
or by the Southern Pacific Company between New York 
City and Galveston, Texas. These are water lines in the 
technical sense of that phrase, and the revenue which 
accrues from their operation must be separately stated. 
Inasmuch, however, as the capital invested in the ships 
and other property used, is furnished by the railway and 
appears on the railway balance sheet, the water line trans- 
portation revenue must be covered into the operating 
revenue of the carrier. Following the principles accepted 
by the standardized system of accounts, this water line 
revenue is entered as a gross and not as a net amount, 
which requires that a separate group of expense accounts 
be maintained in the classification of operating expenses. 
On page 275 of Appendix B will be found a list of three 
primary accounts which together make up the transporta- 
tion expenses to be set up as a direct cost of water line 
revenue. 

Transportation — Rail Line. To create rail line trans- 
portation revenue is the purpose for which railways 
are constructed and operated. It covers the earnings of 
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the freight service and of the passenger service. Speaking 
generally, freight service is rendered by frdght trains, 
and passenger service by passenger trains; but there are 
many cases of intermingling and of crossing over. Silks, 
for example, may be shipped on freight bills, but the car 
canying the silks may be coupled to a passenger train. 
Caretakers on stock trains go east on freight trains and 
west on passenger trains, the service in both cases bdng 
covered by the cattle tariff. Milk, if carried per package 
regardless of weight, is passenger service, like mail and 
express; but if milk is carried by weight under a tariff, 
the revenue that accrues is freight revenue. These are 
but illustrations of the many specific facts respecting the 
legal basis of transportation, and the management of 
trains, that must be known before one can understand or 
use the classification of rail line revenues. Speaking gen- 
erally, this classification observes the distinction set up by 
operating officials between the freight service and the 
passenger service. 

There are, howev^, transportation revenues that go 
with neither of these services, the most important being 
that of "switching." The unit of service in this case is 
neither the person nor the thing carried, but the car. 
The switching tariffs, also, are constructed on different 
principles from those that hold good in freight tariffs or 
passenger tariffs. A slight knowledge of railway eco- 
nomics justifies a separate account for switching revenues. 

"Special service'' trains, such as government troop 
trains, circus trains, theatrical trains, and the like, are 
given a separate account, and another account for " Other 
freight train'' revenues is provided for unusual services 
rendered by the freight department. The classification of 
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rail line revenues conforms very closely to the way in 
which the property is operated. 

§ 38. The Two Considerations Involved. — ^The classi- 
fication of operating revenues should be determined by 
two considerations. It should meet the requirements of 
the auditor of revenues, whose task it is to see that the 
service has been accurately described to the shipper or 
the passenger, and that the l^al tariff has been correctly 
applied in computing the revenue. It should also meet 
the requirements of traffic officials whose duty it is to 
adjust freight and passenger classiGcations and tariffs 
to the industrial needs of the respective communities 
which the railways serve. The first of the considerations 
named seems to have given shape to the accepted clas- 
sification. 

The AudiUn^s Classification. A study of the revenue 
classification makes it apparent that every service suf- 
ficiently distinct to claim the attention of the General 
Manager in framing instructions for operating employees, 
is provided with a separate revenue account. Thus, the 
sleeping car service, the mail service, the express service, 
are each provided with a separate revenue account. 
Services incidental to transportation like stockyards, 
elevators, and power plants, appear in the classification 
as independent revenue producers. A ccmsiderable nimi- 
ber of relatively imimportant revenue producers, also, 
like the dioing and buffet service, the parcel room service, 
overweight baggage, and storage, are given separate head- 
ings in the classification. As compared with these revenue 
producers of minor significance, which all together do not 
secure more than 7% of total revenues, the movement of 
passengers which produces 23% and the movement of 
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freight which produces 70% of all the revenues that aecnie 
on American railways, are provided each with a sLdj^ 
primary account. 

It must be conceded, in view of such a statement, that 
the standard classification used by American railways 
has been worked out with the interests of the Auditor 
primarily in view, and, from this point of view, it must 
be deemed a good classification. The organization of an 
audit force is easy when one has this classification to go 
by. The instructions that must be given the various 
groups of clerks, as also the blanks and forms placed in 
their hands, are found, in embryo, in the text that defines 
the respective primary accounts. One can imagine the 
floor space of the rooms set aside for revenue audits, to be 
divided up according to this classification. 

This is no criticism of the classification. The needs of 
the Auditor ought to be recognized. It is, however, a 
question of some importance, whether or not this clas- 
sification of operating revenues should be adjusted ex- 
clusively to the convenience of revenue audits. Is there 
not a deeper meaning in revenue accoimting that should 
be recognized in the analysis and classification of operating 
revenues? While there are hints, here and there, of the 
influence of the services rendered by the traffic officials, 
the Traffic Manager, so far as useful information drawn 
from this standardized classification of revenues is con- 
cerned, must content himself with the crumbs that fall 
from the Auditor's table. 

The Traffic Manager's Classification. The traffic de- 
partment is the weak spot in the American raUway 
situation. As salesmen of transportation, its officials 
show industiy and efficiency, but the administration of the 
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department does not disclose a masterful appreciation 
of the meaning of tariff schedules, whether such schedules 
be judged from the social, the industrial, or the invest- 
ment point of view. This is no personal criticism of 
traffic officials. The work of every man is largely con- 
trolled (in railway traffic matters absolutely controlled) 
by the legal and competitive conditions that surround the 
business for which he works. The indifference of traffic 
officials, and the relatively inferior grade of commercial 
intelligence commonly secured for service in the Traffic 
Department, is explained by the fact, that ciurent ad- 
ministrative and judicial opinion looks upon the determina- 
tion of a reasonable rate as a function of operating ex- 
penses. So long as cost accounting is assimied to be the 
last word in a rate controversy, little or no use will be 
made of the more significant information that might be 
drawn from a scientific analysis of operating revenues. 
It is the erroneous interpretation given to Smyth v. Ames 
that is responsible for the arrested development of the 
standard classification of operating revenues. 

The present situation is most imfortunate. Not only 
is it impossible to compute the specific cost of a specific 
service, but this dogma that the cost of service is the 
measure of the proper rates, precludes the consideration 
of the role played by inland transportation in the social 
and industrial world. The fundamental criticism here 
submitted is the fact that the relation of railway rate 
schedules to the industrial development of the nation finds 
no place in the cost theory of rates. The problem thus 
raised can not be discussed in a treatise confined to railway 
accounting. It is referred to merely as a means of ex- 
plaining why the classification of operating revenues fails 
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to show the influence of tariff discussion. As soon as the 
cost theory of reasonable rates shall have proven its 
futility, this revenue classification will again be taken up. 
It will be rewritten so as to provide for a comparison of 
the sources from which revenues accrue, an analysis of 
the services on which they accrue, as well as a study of 
the social, industrial, and even political results for whidi 
railway tariffs are responsible. This revision of the rev- 
enue classification will take place, when it is recognised 
that the k^ to the problem of specialized railway tariffs 
is to be found in the scientific classification of operating 
revenues. The classification of operating expenses will 
then take its place as an analysis designed for the in- 
formation of operating officials, while the classification 
of operating revenues will become the analysis specially 
designed for the use of traffic officials and Railway Com- 
missions when dealing with rate questions. 

It is evident from what has been said that a satisfactory 
classification of operating revenues can only be worked 
out under the guidance of a satisfactory program of rail- 
way tariffs. The field of investigation as preparatory to 
such a classification may, however, be clearly discerned. 
It will be remembered that freight revenue and passenger 
revenue are each given a single primary account, although 
together their two accounts carry 93% of the total op- 
erating revenue. Such an adjustment might be proper if 
the services on which freight revenue and passenger rev- 
enue respectively accrue, were homogeneous in character. 
This, however, is not the case. Freight revenue, for ex- 
ample, covers an indefinite nimiber of different commod- 
ities, carried under Ynany different conditions, and holding 
many different relations to the life of the community and 
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the development of industry. Passenger revenues, also, 
although apparently simple in character, do in fact cover 
different kinds of service for which different prices are 
charged, and which are followed by essentially different 
social and business results. The forerunner of a classifi- 
cation of operating revenues, so formed as to meet the 
requirements of the Traffic department, is an intelligent 
analysis of freight and passenger traffic. It involves, pos- 
sibly, the rebuilding of the traffic structure, beginning with 
the Freight ClassiGcation. 



CHAPTER Vn 
THE INCOME ACCOUNT 

The first group of accounts in a comprehensive account- 
ing system pertains to the construction of the property; 
the second group covers the operations of the property; 
the third group, which stands for all that remains of 
accounting records, includes the income account; the 
profit and loss account, and the general balance sheet. It 
is the purpose of these accounts to show both the current 
and accumulated loss or gain resulting from the business 
activities of the corporation whose transactions are under 
review, and to disclose the facts by which those results 
may be explained. The present chapter undertakes an 
analysis of the income account. 

§ 39. Definition of the Income Account. — The income 
account, as that phrase is used by American railway 
accountants, covers a statement of credit and debit items 
designed to show the surplus or deficit arising out of the 
transactions of a definite fiscal period. The fiscal period 
selected, whether a month, a half year, or a year, marks 
the boundaries of the income statement, and too great 
emphasis can not be placed on their strict observance. 
To include in the income statement an entry which stands 
for a transaction outside of the period selected, is an 
accoimting misdemeanor. It is this conception of a time 
limit that suggests the formal separation of the income 
statement from the profit and loss statement, and that 
marks the significant difference between the income 
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surplus and the balance sheet surplus. The income state- 
ment stands for a definite period; the profit and loss state- 
ment disregards all periods; the balance sheet balance 
covers the entire life of the business. 

Another consideration besides that of the fiscal period 
must be held in mind in order to appreciate the character 
of the income statement. This is the conception of a 
personalized business interest without which it is impos- 
sible to trace clearly the line that separates income en- 
tnes from operating entries. In the case of a partnership, 
or of certain kinds of incorporated concerns, the operating 
responsibility and the financial responsibility are assumed 
by the same individual or set of individuals; but the devel- 
opment of corporate organization for the management of 
great industries, has effected a well recognized separation 
between these two functions. The income statement is 
primarily for the use of the corporate management. Its 
purpose is to show the amount at the disposal of the Board 
of Directors, and, according to the practice of American 
railways, to show, in part, what disposition has been made 
of that amount by the Board. The income statement 
may be regarded as the corporation statement, in the 
same sense that the revenue statement is the operating 
statement, the corporation being regarded as an or- 
ganization which stands for a distinct business per- 
sonality. 

§ 40. Form of Income Statement — ^The phraseology 
observed by the form of income statement promulgated 
by the Interstate Conunerce Conmiission, makes clear 
the purpose described above. The statement may be 
said to begin with the " Net revenue from railway opera- 
tions" which is taken over from the operating accounts. 
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From this is deducted ''Railway tax accruals/' and the 
remainder is called ''Railway operating income.'' The 
point to be noted is the transition from operating reven'ue 
to operating income. This, of coiu'se, is an arbitrary use 
of terms, but a developing science has the right, within 
reasonable limits, to determine its own nomenclature. 
With this transition the responsibility of officials as op- 
erators of the property ceases, and that of the Board of 
Directors, representing the defado owners of the property, 
is forced into prominence. Revenue is an operating word; 
income is an ownership word. The fact that the corpora- 
tion is a legal rather than a natural person does not dim 
this distinction as an accounting distinction. 

To the operating income there is next added the in- 
come which accrues to the corporation by virtue of its 
ownership of, or interest in, productive properties which 
it does not operate, or of its being the beneficiary of run- 
ning contracts or agreements. The simi of these several 
items constitutes the "gross income (or loss}." It is quite 
in harmony with the idea of business personality that 
stands back of the income statement that this figure 
should be called the gross corporate income. 

From the gross corporate income there is next deducted 
the liabilities which have accrued during the fiscal period 
against the corporation, because of its use of property not 
owned, or because of running contracts or agreements 
respecting which the corporation sustains the part of a 
debtor. The remainder is the "Net income (or loss)," or, 
to speak more technically, the net corporate income. 
It is this figure that measures the amount placed at the 
disposal of the Board of Directors by the operating and 
contractual transaction of the fiscal period covered by 
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the income statement. The primary accounts covering 
this statement will be found in Appendix C. 

The purpose of assembling the balances of the various 
accounts that make up the income statement, is to arrive 
at a true statement of net corporate income. All income 
accounting rules are designed for the protection of the 
integrity of this figure. 

Immediately following is a bookkeeping form of an 
income statement, so drawn as to make provision for 
either a surplus or a deficit balance. It will serve to make 
clear the foregoing explanations. 

Income Statement 



CrediU 


Amounts 


DebiU 


Amounts 


Operating income 




Operating loss 




(less taxes) 




(plus taxes) 




Income from securi- 




Interest on funded 




ties owned 




debt 




Profit on industrial 




Interest on current 




investment 




debt 




Profit on security 




Contractual dividends 




investment 








Rents receivable 




Loss on industrial 
investments 




Release of premiums 




Loss on security 




on funded debt 




investments 




Other income credits 




Amortization of 

discounts 
Rents payable 
Other income debits 

Total debits 




Total credits 






Balance (deficit) 




Balance (surplus) 
Total 




Total 
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§ 41. Treatment of Taxes.— The treatment accorded 
taxes in the standardized accounts was stated above. 
They are made an independent deduction from net op- 
erating revenue, the remainder being called operating in- 
come. The operating oflScers are responsible for operating 
expenses, and the financial management is responsible 
for contractual expenditures; but responsibility for the 
amount paid by a railway in taxes rests with the govern- 
ment. In this fact is found a formal reason for excluding 
taxes from both operating expenses and fixed chai^ges. 
To include them would tend to weaken that sense of 
responsibility essential for efficiency in management or 
economy in administration. 

The chief controversy on this point is with those who 
claim that taxes ought to be classed as an operating ex- 
pense. Taxes, it is urged, are an expense to the railway 
and should be included with other items in the measure- 
ment of the direct cost of earning revenue. This con- 
sideration is of peculiar importance in the United States, 
in view of the current theory for the determination of 
just and reasonable passenger and freight rates. Ac- 
cording to that theory, high operating costs may be ui*ged 
as a defense of established rates and as an argument 
against rate reductions. The error of this line of rea- 
soning lies in the assumption that operating expenses 
cover all elements of cost in rendering a transportation 
service. An analysis of the true cost of earning revenue 
makes it evident that interest charges, rents, and other 
similar items, should be included, as well as taxes and 
operating expenses, in order to arrive at the total outlay 
incident to railway service. There is no danger that the 
items covered by direct transportation costs will be mis^ 
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understood because they fail to cover the amounts paid 
as taxes. 

The reason why taxes are grouped by themselves, and 
made a deduction from net operating revenue, before 
arriving at operating income, is primarily statistical. It 
is a fundamental principle of statistical classification 
that only those elements or items should be grouped which 
possess the same trend, or which show the same tendencies. 
Transportation by rail is subject to the law of "increasing 
returns"; that is to say, each increment of traffic b added 
at a relatively reduced cost per traffic unit. This means, 
other factors remaining constant, that an increase in 
traffic will not be followed by a corresponding increase 
in operating expenses; and, consequently, that net rev- 
enues tend to increase at a more rapid rate than gross 
revenues. The cost per unit of service rendered falls with 
the rise in the niunber of units. This is the fundamental 
law of railway operations. Upon it rest the economics of 
transportation. 

The relation between taxes and traffic, or between taxes 
and gross revenue, on the other hand, is quite the reverse. 
The fact at the present time is (whether or not this is a 
social law may be left for others to discuss), that taxes 
tend to increase more rapidly than gross revenues. Were 
taxes and operating expenses to be grouped under a 
single heading, the result would be that two elements of 
divergent tendencies would be united, and the statistical 
statements recorded from year to year would fail to meas- 
ure truthfully the tendency of either element. In this 
fact is found the reason for excluding taxes from operating 
expenses, and for bringing them into the accounts as an 
independent entry. 
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§42. Treatment of Rents. — For the most part, the 
items in the above iacome statement e]q>lain themedves, 
and, provided the entries are strictly confined to accmab 
during the period which the statement coverSi no difficulty 
will be encountered. The question of rents, however, is 
not altogether a simple question; at least, it aeons to have 
been the occasion of considerable embarrassment to rail- 
way accountants. In the first place, they do not readily 
undertake the separation of fonnal rent into pure rent» 
and the repayment of expenses incurred by the lessee for 
the interest of the lessor, so as to cany the former to the 
income account and the latter to the operating accounts. 
In the second place, it seems to be the inclination of rail- 
way accountants to dispose of rentals paid by charges to 
operating expenses, and of rentals received by credits to 
income. There is no justification for such a distinction. 
The accounting rule is clear. The amounts paid as pure 
rent for the lease of the property, as well as the amounts 
received for property leased, should be covered by iacome 
account entries. 

The propriety of the above rule will be readily con- 
ceded, when it is recognized that a rental payment is the 
same in kind as an interest payment. Both are payments 
which stand for the earnings of property, and for prc^ 
erty owned by investors who assume none of the risks of 
operation. The interest is paid directly to the holders of 
the obligation incurred by the operating corporation, but 
the corporation owns the property. The rent is paid to the 
owner of the leased property placed in the hands of the 
operating corporation for its use and benefit. In both 
cases, the personal investors receive a return on their 
investments. The fact that the lessor, in railway combi- 
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nations, may be, and usually is, a subddiaiy non-operating 
corporation, does not alter this statement; the only dif- 
ference being that in such a case, the subsidiary corpora- 
tion, which holds the title to the leased property, stands 
between the operating company and the bondholders 
who are the real investors. This intermediary corpora- 
tion receives payment for the use of property leased in 
the form of rent, and distributes the rental received in the 
form of interest. For the same reason, therefore, that in- 
terest on bonds is charged to the income account, rents paid 
for the use of property not owned should be so charged. 

Everything in the nature of a rental received, or a rental 
paid, should be carried by the income account. The 
standard system of accounts prescribed for American 
railways, however, fails to make a strict application of 
this rule. Attention was called in the foregoing chapter 
to the fact that the classiGcation of operating revenues 
provides a primary account for ''Rents of buildings and 
other property." This deviation from strict rule was 
explained by the statement that, if properly applied, the 
margin of error resulting from such a practice is so narrow 
that its elimination is not worth the cost. 

Not all rental transactions, however can be treated in 
this cavalier manner. Current practice in the use of prop- 
erty owned by independent corporations, discloses four 
conditions, each of which gives rise to a peculiar phase of 
the rental problem. These conditions are suggested by: 

Leases covering exclusive use of property, 
Leases covering partial use of property, 
Interchange of freight cars, and 
Joint facility rents. 

Each of these will receive separate consideratioD. 



134 AMERICAN RAILWAY ACCOUNTING 

Leases Covering Exclusive Use of the Properiy. For the 
purpose of exact accouDting, a distiDction should be made 
between an exclusive lease and a lease which graDts partial 
or joint use of the property. In the case of an exclusive 
lease, the corporation that owns the property has do inter- 
est in its operation, and is, therefore, excused from the 
necessity of keeping any kind of operating records. Under 
such conditions, the chief function of a lessor corporation 
is to receive money as rent and to distribute it in the foim 
of interest or dividends. For this purpose it is only neces- 
sary for the accountant of such a corporation to keep 
what is technically known as financial records. The 
statistical report on railways in the United States for the 
fiscal year 1914 contains a list of 703 "Subsidiary non- 
operating" companies, which, for all practical purposes, 
are merged into operating systems by means of leases 
that confer upon the lessee the right of exclusive and con- 
tinuous use of the property. 

Since most exclusive leases stand for independent prop- 
erties, and since the process of system building for which 
they are used has extended over long periods of time, and 
has called into exercise the judgment of large numbers of 
men, it will occasion no surprise to learn that the terms 
of such leases are as various as the whims of the contract- 
ing parties. The lease may call for the payment of taxes 
by the lessee, or it may not. The rental may be a cash 
rental, or it may be an assumption by the lessee of the 
interest that accrues on the bonds, or a guarantee of divi- 
dends on the stock, issued by the lessor. The amount of 
rent to be paid may be contingent upon earnings, and in 
some cases this quasi-partnership between the lessee and 
the lessor goes so far as to hold the latter responsible for 
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all or a part of ao operating deficit. Commooly, the 
contract makes the lessee responsible for the maintenance 
of the property leased, in which case the amount named 
as rent is pure rent, and a charge to income to its full 
amount. Should it occur, however, that the lessor main- 
tains the property, as is sometimes the case when a large 
operating company leases a siding, a spur, or a branch 
line from an industrial company, the amount paid as 
rent must be reduced by the cost of maintenance before 
arriving at the amount of pure rent properly chargeable 
to income. 

In the case of exclusive leases, it is not uncommon for 
the contract to recite that the lessee shall assume the 
direct payment of the interest that accrues on the out- 
standing bonds of the lessor, or that a certain dividend 
be guaranteed on the stock. These words do not change 
the character of the payment. On the books of the lessee, 
such interest and dividends are rent and should be so 
chai^ged. On the books of the lessor, also, these payments 
are to be credited as rent and charged out as interest and 
dividends paid. 

This is no place to discuss those complex inter-corporate 
relations that arise, on account of the large variety of 
rental contracts, but one point is worthy of mentioning. 
Not unfrequently the lessee corporation is the owner of a 
sufficient number of the securities issued by the lessor, 
to ensure either direct or contingent, control; and, the 
rental contract being executed, the securities thus owned 
are used as collateral for the issue of new securities by the 
lessee. In some cases, three or four layers of securities 
rest on the same physical property, and each transaction 
requires a credit and debit entry in the income accounts 
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ci the various corporatioziB concerned. No difficulty 
need arise oo account of this duplication of eotries, so 
far as the final surplus of the operating corp(n:atiaii is 
concerned; but it is necessary to exercise great care if, 
for any reason, it is desired to combine the income ao- 
coimts of the operating and subsidiary companies into a 
single statement. For this purpose, the duplicati(m must 
be eliminated, a task that can only be accomplished 
through an accurate and detailed knowledge of all the 
financial transactions involved. 

The significance of this duplication will be appreciated 
when it is observed that the total outstanding railway 
capital of American railways on June SOth, 1914, was 
$20,247,301,257, of which the net amoimt not held by 
railway companies was $15,719,796,925. Should the 
former amoimt be spread on a mileage basis, the amount 
per mile of line would be $85,800, whereas the true amount 
of outstanding obligations per mile of line was $66,600. 

Lease Covering Partial Use of Property. In the actual 
management of railways, it frequently occurs that units 
of property covered by the capital expenditures of one 
line, are loaned temporarily to another line to be used by 
it in the conduct of its operations. For example, a locomo- 
tive, a passenger car or work equipment, may be hired 
out at so much per day, or per month, or on some other 
basis corresponding to use. Such a rental agreement is 
not an '' exclusive lease,'' in the sense in which that phrase 
was used in the foregoing paragraph. There is no thought 
of making use of such rental contracts to build up a 
permanent operating system under the control of the 
lessee. The transaction imder consideration is nothing 
more than a temporary loan of specific units of property. 
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Hie peculiar accounting significance of such a transac- 
tion arises from the fact that the lessor commonly assumes 
all maintenance and replacement expenses incident to the 
property temporarily leased, and covers the original 
charges for such expense in his operating expenses. In 
this case, the amount received as rent is not piure rent; it 
is in part a reimbursement of expenses incurred. 

The situation outlined gives rise to two accounting 
problems. 

First: In view of the fact that the lessor assumes an 
expense caused by the lessee when earning its revenue, 
how is it possible to arrive at a statement of the direct 
cost of revenue for either the lessee or the lessor? One 
phase of this question was discussed in Chapter V, in 
connection with the several joint facilities accounts for 
which the classification of operating expenses makes pro- 
vision. The same analysus, and theoretically the same 
conclusion, may be applied to property hired out for 
temporary use. This, however, is not a case of property 
jointiy used, and for that reason a different accoimting 
rule is applied. According to the rule laid down in the 
standard efystem of railway accounting, the lessor, having 
determined from his own records the proportion of the 
gross rent applicable to repairs and depreciation, makes 
a credit of these amounts to the operating expense accoimts 
originally charged, and the amounts thus credited will 
be charged to the corresponding accounts in the operating 
expense accoimts of the lessee line. In this manner, each 
line will arrive at the direct cost of its revenues, althou^^ 
neither line will carry in its primary accounts, the amount 
of money actually spent by the responsible officers. The 
integrity of the cost of revenue is maintainedi but the 
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jQgure by which efficiency is to be tested is thrown away. 
Had the joint facility rule been implied, both figures would 
have been preserved. 

Second: The second question is closely allied to the one 
just considered. The nominal rent for property tempaa^ 
rily leased (for example, the $10 per day paid for the use 
of a locomotive), covers repairs and depredatioQ in addi- 
tion to the pure rent. Repairs and depreciation are op- 
erating charges, while pure rent is an income chaige. 
How can the nominal rental be segregated so as to assign 
to each account its proper share? The rule laid down for 
attaining this result is as simple as it is arbitrary. The 
primary operating records are accepted as the basb fcur 
determining the maintenance costs; the remainder of the 
rental pajrment is assumed to be pure rent. The primary 
operating expense accoimts of the lessor are credited with 
a proper portion of the amounts originally charged for 
the maintenance of the property leased, this portion being 
determined on the basis of use, and the difference between 
this amount and the amount received as nominal rent is 
the pure rent to be credited to the income account against 
the headings. 

Rent for locomotives, 
Rent for passenger cars, 
Rent for floating equipment, and 
Rent for work equipment. 

Inasmuch as the accounts of the lessor and lessee are 
ultimately to be combined into a consolidated statement 
by the Statistical Division of the Interstate Conmierce 
Conunission, it is essential that the records of the lessee 
should show the converse of those of the lessor. To 
accomplish this result, the lessor is required to show upon 
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the bills which it renders, the distribution of maintenance 
charges to the primary accomits, and the distribution 
thus shown is followed by the lessee in making correspond- 
ing charges to its primary maintenance accounts. What 
is credited to a primary account by the lessor is charged 
to that same account by the lessee. 

The point of especial importance in the discussion, how- 
ever, is the fact that it is essential for correct accounting 
that income account rentals should be strictly confined 
to amounts paid as compensation for the use of invested 
capital. 

Interchange of Freight Cars. The accounting treat- 
ment of freight cars interchanged differs from that out- 
lined in the foregoing paragraph which pertains to the 
hire of locomotives, passenger cars, floating equipment, 
and work shop equipment. This difference consists in two 
things. In the first place, the original entry in the pri- 
mary accounts, "Hire of freight cars — Credit balance," 
and "Hire of freight cars — Debit balance," carry a bal- 
anced and not a gross amount. The same income state- 
ment will not cover a credit and a debit entry for the 
interchange of freight cars. The propriety of such a rule 
rests upon the peculiar practice of American railways with 
regard to the use of freight cars for interline freight traffic. 

Terminal and loading expenses are a considerable por- 
tion of the cost of transportation. In order to reduce this 
expense, and also to avoid the delay incident to the un- 
loading and loading of freight, when freight is turned over 
by one line to another line, the cars of the several com- 
panies interested in through traffic are used indiscrim- 
inately, and adjustment made either on the basis of a 
per diem or a per mileage payment. A significant feature 
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of the agreement relative to the interchange of M^ 
cars is that all repairs, outside of running repaiiSi and 
depreciation charges, are borne by the owning company. 
This results in a chaige to the operating expesuaeB of 
the lessor for repairs made necessary by the use of 
the cars by the lessee; from which it follows that the 
per diem or per mileage payment is in part a repay- 
ment of the cost of repairs and of the charge for de- 
preciation. 

A peculiar difSculty arises in the separation of pure rent 
from nominal rent in the case of the per diem or per mileage 
payment for the use of foreign cars. In most cases ci 
rental contracts, the nominal rent may be said to be the 
sum of pure rent and the expenses inciured in the main- 
tenance of the property leased, and, provided one of these 
elements can be determined, the remaind^ may be 
accepted as the true measure of the other element. In 
the case of interchanged freight cars, however, the price 
fixed is in fact a penalty price, and on that account bears 
no necessary relation to either the cost of repairs or the 
interest on capital invested. The chief purpose of the 
general manager, especially when the commercial con- 
ditions are such as to result in a shortage of cars, is to 
secure a quick return of the cars used by the foreign com- 
panies, and this he does by imposing a high per diem or per 
mileage charge for their use. A charge of seventy-five cents 
per day per car, for example, exceeds the average daily cost 
of repairs and interest on the money invested in the car, 
the difference being the penalty which the using company 
incurs, should the retention of the car be unduly extended. 
This penalty charge, it may be said in passing, has a 
tendency to force all companies to provide for an ample 
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number of freight cars out of their own eapitali rather 
than to rely upon the capital of foreign companies for cars 
used. 

So far as the income account is concemedi however, 
it is not necessary to distinguish between the pure rental 
element and the penalty element of the rental paid for 
the use of freight cars. Unless there is some reason from 
the manager's point of view why they should be separated, 
both items may be carried, either as a net debit or a net 
credit, to the ''Hire of Freight Cars." It is, of coiuse, 
understood that the maintenance charges are taken out 
oi the per diem payment before arriving at the amount 
carried to the income account. 

Joint Facility Rents. In the standard system of rail- 
way accounts, a special heading is provided in the in- 
come classification for joint facility rents. It is designed 
to cover the pure rental feature of interline settlements 
for jointly operated or jointly used property. Tracks, 
yards, terminals, signals, and many other kinds of prop- 
erty owned by one line, may be jointly used by two or 
more lines, and leases to cover such use are usually drawn 
so as to distribute to the joint lines the expense incurred 
for the maintenance and operation of the property in 
proportion to the use made by each line of the property 
jointly used. The situation is not at all different from that 
discussed above, so far as the pure rent involved in the 
payment is concerned. The rule laid down for the guidance 
of accountants is as follows: 

When the compensation for the use of joint fadUties is a fixed 
amount or is based upon a charge for passenger, ton, car, or 
other unit, it shall be jointly apportioned between this account 
(that is the ''Joint Facility Itonts'' in the income aopounts) 
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and the appropriate joint facility operating expense aooounts. 
This apportionment shall be made by the operating company 
and shall be followed by the accounting company. 

§ 43. Other Income Credits. — Other forms of income 
accrue from the ownership of property besides that oovered 
by rental leases. These may be mentioned in the order 
in which th^ appear in the authorized classification of 
the income accounts. 

The most important of this list is the net credit balance 
that accrues from the operation of a property owned by a 
railway in its corporate capacity, but whose operaticHis are 
entirely distinct from that of the property assigned for 
transportation. The property concerned is listed with rail- 
way assets and carried on the balance sheet as ''MisceHa- 
neous ph3rsical property." It covers such property as 
nunesy timber lands, conmiercial power plants, lands and 
bmldings not used for transportation whatever the pur- 
pose for which they are held, sawmills, and other manu- 
facturing plants. These properties should not be confused 
with properties like ice plants, gas plants, and others of 
the same class, whose operations are undertaken as a 
part of the service of moving passengers and freight. The 
operations of such properties are covered by the operating 
accounts. By contrast, the properties under considera- 
tion are owned primarily for the profit they can give, 
their operation is outside of tlie service of transporta- 
tion, and the investment which they represent is an in- 
vestment of corporation capital; all of which shows the 
propriety of recording the net profit that they produce 
as an income credit. Ebctensive investments of this class 
may call in question the wisdom of the financial policy 
responsible for them, but if railway capital has been ^se4 
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for DOti-railway investments, the accountant must adjust 
his records accordingly. 

Another occasion for the recognition of profits as an 
income credit arises from the investment of railway capital 
in outside companies engaged in some special commercial 
enterprises. The significant point is that the railway 
stands as a partner, or proprietory investor, in a company 
that maintains a separate business or a separate cor- 
porate existence. In this case, it is the final profit that 
is credited to the income accoimt, and not, as in the case 
above, a ''net credit balance of the non-operating reve- 
nues or income." Where a railway, in its corporate ca- 
pacity holds the securities of an independent corporation, 
whether such a corporation is engaged in transportation 
or in some general commercial enterprise, its income ac- 
count should accept the dividends declared, or the interest 
that accrues, on such investments. 

It is necessary to note in this connection that the stand- 
ardized accounting rules for American railways limit the 
credits for this class of transactions to dividends and inter- 
est actually "collected," unless their payment is reason- 
ably assured by past experience, or by some form of guaran- 
tee. This is doubtless good sense when one considers 
the general result; but it is a departure from strict accoimt- 
ing. This is equivalent to writing a bad debt out of the 
accounts by not writing it in; a procedure that imposes 
upon the accountant a respondibility which he should not 
be called upon to bear. It should also be recognized that, 
being clothed with this power of exercising personal judg- 
ment as to what should and what should not be included 
in the accounting record, he is in no position to resist the 
management or Wall street, should that interest submit 
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improper suggestions. It is a sound rule which leqoirai 
that all real transactions should be covered by the ac- 
counting record, and the accrual of interest (m a bad 
debt as long as it remains unadjusted, is a real trans- 
action as much as the accrual of interest on a good debt. 
A margin of judgment for the accoimtant, if allowed at 
all, should be very carefully guarded. 

The rules further provide that, in case securities ^^ch 
bear a date for maturity are bought at either a premium 
or discount, the amount of such divergence from par may 
be spread over the years intervening between the date 
ci acquisition and the date of maturity, and carried as a 
credit or a debit to the primaiy account '' Income from 
funded securities." This means that the profit or loss 
on investments in securities are to be taken into the ac- 
counts annually, rather than to wait until the transaction 
has matured and then carry it through the accounts as a 
lump sum. The significant accounting feature of the rule 
is that ''amounts thus credited or charged shall be con- 
currently charged or credited to the account in which the 
cost of the securities is carried." 

The last class of income credits cover what may be 
termed the company's claim on the company's revenues. 
This income is not a true income in the sense that it in- 
creases the final surplus of the company. It may, how- 
ever, affect the standing of the stockholder's equity in a 
very marked degree. It stands rather for a claim that 
one interest has as against other interests, both of which 
pertain to the same busmess or corporation. It may 
spring from a legal obligation, or the obligation on which 
it rests may be an accounting obligation, but in neither 
case can the obligation be ignored. An income that ao- 



THE INCOME ACCOUNT 145 

craes from previous sinkmg fund iDvestmeDts, or the 
credit that must be allowed for the release of premium on 
funded debts, are cases in hand. 

§44. Income Debits. — A consideration of income 
debits is, to a large extent, the converse of what has al- 
ready been submitted in the analysis of income credits. 
As the latter stand for the contractual or corporation re- 
ceipts, so the former stand for the contractual or corpora- 
tion expenditures. Income debits cover all deductions 
from the gross income of the corporation before arriving at 
the net surplus or deficit resulting from the operating and 
financial transactions of the year or fiscal period under 
consideration. The large item is interest on funded debt, 
and so long as railways continue to be private enterprises, 
this item will be a permanent and probably a constantly 
growing item. A government owned railway might hold 
it to be a wise policy to redeem outstanding obligations 
in order to extinguish the annual interest. The real owners 
of the property, the people, could than reap a dividend 
(or the equivalent of a dividend) m a reduction of passen- 
ger and freight charges. But a private corporation has 
no adequate motive for extinguishing its debt. According 
to the 1914 report on the operation of American railways, 
''Interest deductions for funded debt'' amount to $375,- 
296,354 out of a total of "Gross Income'' of $912,908,927. 

Rents paid for lease of property stand next in order of 
importance among income deductions. This item ac- 
counts for $122,592,248 out of the total of gross income 
named above. The income account from which these 
figures are taken makes no attempt to eliminate duplica- 
tions that arise because of intercorporate transactions. 
The leases that are the occasion of this payment are, for 
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the most part, long term or perpetual leaaes, and are 
entered into by the lessee in order to build up an (^)eratuig 
system and render it stable as an organized business unit 
In most cases, also, the lessee assumes the respmisibility 
for the maintenance of the property, and, consequently, 
the amount paid under the agreement is a pure rent and 
should be charged in full to the income account. Should 
the agreement impose upon the lessor any responsibility 
that inciu^ an operating expense, the normal rent should 
be analyzed and the charges made under the rules already 
considered in connection with rental credits. 

Another debit entry for which the standard income 
accoimt makes provision pertains to the expenses of or- 
ganization or administration of lessor companies whose 
property is carried into the operating gfystem by lease, con- 
tract, or agreement. Even the lessor companies, so long 
as they maintain an active legal existence, are obliged to 
incur certain expenses such as advertising annual re- 
ports, issuing calls for Directors' meetings, publishing 
notices of declaration of dividends, and the like. This 
class of expenses must be deducted from the rent re- 
ceived imder the lease, before settlement can be made 
with the stockholders or bondholders of the subsidiaiy 
company. In some cases, the contract provides that 
the lessee shall meet the organization expenses of the 
lessor, in which case this expense comes to be an item 
in the rental pa3niient. This group of expenses should be 
clearly distinguished from the organization and adminis- 
tration expenses incurred by the operating railways. Such 
expenses are made a sp>ecific charge to operating expenses. 

Amortization of discounts is another charge for which 
the debit side of the income makes provision. The text 
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descriptive of this primary account provides that it ''shall 
be charged during each fiscal period with a proportion of 
the discount and expense on funded debt obligations 
applicable to that period." The situation may be easily 
explained. In case a fifty year bond is sold at 20% dis- 
count, the corporation making such a sale agrees to repay 
the principal of the bond at maturity. It is a generally 
accepted rule that amortization of discount should be 
spread over the life of the bond [this treatise says the 
operating life of the bond] and thus obviate the necessity 
of an extraordinary payment when the bond is redeemed. 
The rule laid down in the standard system of accounts 
requires that ''a charge to this account for any period 
must not be either greater or less than the proportion of 
the balance remaining unamortized applicable to that 
period." This means that the revenues of any period 
cannot be burdened with a charge for the amortization 
of discounts in excess of the amount which pertains to 
that period, according to the rule of uniform application. 
The corporation is permitted, however, to write out at 
any time a discount which remains unamortized by a 
direct charge to profit and loss. This distinction seems 
proper inasmuch as a charge to profit and loss is, in 
effect, a burden upon the surplus which has been accumu- 
lated during the operating life of the property, whereas a 
charge to income is a burden imposed on the revenues of 
a particular period. 

The treatment of appropriaticHis, which, under the 
standardized rules used by American railways, are allowed 
to pass through the income account at the option of the 
accountant, are considered in the chapter that follows. 



C3HAPTER Vni 
PROFIT AND LOSS ACCOUNTS 

CoNSEDEBABLE latitude in accounting methods is dis- 
closed by a study of the manner in which the balance of 
the income statement is carried into the general balance 
sheet. This arises from the fact that some cfystems of 
accounting provide separate statements to cany all the 
appropriations of surplus, whether current or accumulated, 
while other systems distribute this class of charges be- 
tween the income accounts as deductions from current 
net income, and as debit entries in the profit and loss ac- 
counts. The Efystem of accounting prescribed for the use 
of American railways approves the latter method, and 
it is here accepted as the basis of critical discussion. 

§46. Definition of Profit and Loss.— The definition 
of profit and loss accounts approved by the Interstate 
Commerce Conunission is as follows : 

Profit and loss accounts are those designed to show the changes 
in the corporate surplus or deficit during each fiscal period, as 
affected by the operations and business transactions during that 
period, by any disposition of net profits made solely at the option 
of the accounting company, by accounting adjustments of mat- 
ters not properly attributable to the period, or by miscellaneous 
gains or losses not provided for elsewhere; and to show also the 
unappropriated surplus of the carrier at the date of the balance 
sheet. 

This definition as it stands, involves the inconsistency 

of making appropriations out of a surplus before the sur- 
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plus is known, for the true surplus can not be known until 
after allowance is made for debit and credit profit and 
loss entries exclusive of appropriations. 

It may be answered that a trial statement of the balance 
sheet is sufficient. This is doubtless true. Almost any 
qrstem of records can be worked if the accountant is 
careful. That, however, does not excuse the continued 
use of an unsatisfactory statement. One mark of sound 
records js, that all congruous items should be treated in a 
single statement. It should not be necessary to look in 
two or three places to arrive at the balance that measures 
some single homogeneous fact. 

An illustration of this dupUcation of entry may be 
found in the classification covered by Appendix C. Five 
items are carried by the income account as disposition 
of net income, which are repeated in the list of debits 
in the profit and loss accounts. For example, under 
income, primary account 553 is entitled ''Dividend ap- 
propriations of income," while under profit and loss, 
primary account 614 is entitled ''Dividend appropria- 
tions of surplus." They are the same thing. Why should 
the standard form of a financial statement be disfigured by 
this duplication? The income statement ought to close 
with a balance that stands for "Net income (or loss)." 
No question of appropriation ought to be raised until 
after the surplus is determined. 

The accounting problem of the manner in which appro- 
priations by a Board of Directors should be treated seems 
never to have been raised by railway accountants in this 
coimtry ; at least, it has never received the attention which 
it deserves. This is due in part to the inclination of ac- 
countants to make use of comprehensive, miscellaneous 
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groups of entries as a substitute for clear cut 
in part to the habit of Boards of Directors to declare divi- 
dends "out of income" or "out of surplus'' without any 
competent reason for so doing; in part to the apparent 
inability of the courts to distinguish clearly between net 
revenueSi profits, net income, and accumulated surplus. 
The Interstate Conunerce Commission's ^rstem of pre- 
scribed accounts reflects this uncertainty of analysis with 
the result above described. 

The remedy for this unnecessary confusion is simple. 
All entries which stand for appropriations of surplus 
should be collected in a single statement entitled surplus 
appropriation accounts. It is this account that should 
acknowledge as a credit the balance of profit and loss 
for the current year, and the free surplus carried over 
from the previous year, from which should be deducted 
all appropriations made on the authority of the Board 
of Directors, the remainder being the balance to be carried 
to the balance sheet of the current year as an unappro- 
priated surplus. Under this treatment, the income state- 
ment would close with a "net corporate surplus" of the 
year; the profit and loss statement would close with the 
amount of surplus contributed by the current year to the 
surplus available for appropriation; and the appropria- 
tion statement would close with the amount to be carried 
as an unappropriated surplus to the records of the succeed- 
ing year. There are quite a number of unsolved account- 
ing problems for which this simple adjustment supplies the 
key. Certainly the disposition made by a Board of Di- 
rectors of the funds placed at its disposal, is of sufficient im- 
portance to warrant a separate and specialized statement. 

If the criticism on current practice thus implied be 
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accepted as soundi it is evident that the definition of 
profit and loss accounts quoted above is too comprehen- 
sive. It fails to confine these accounts to the peculiar 
function that they should serve. The following definition, 
submitted as a substitute for the one quoted above, is in 
harmony with a more definite, although a narrower, con- 
ception of the transactions to be covered by the account- 
ing statement under consideration. It does not, however, 
attempt to realize in full the suggestions submitted above. 
In conformity with the standardized rules of railway ac- 
counting, it treats appropriations as profit and loss debits. 
This is believed to be an unfortunate adjustment. Never- 
theless, it is workable, and permits the assembling of all ap- 
propriations in a single statement. Moreover, in as much 
as it begins with the sum of the current income balance 
and the balance sheet balance of the previous year, it does 
recognize the fundamental truth that appropriations of 
surplus must be made out of smplus. 

Profit and loss accounts may be defined as those ac- 
counts which deal with changes in the current surplus. 
They cover all correction entries, and all entries of mis- 
cellaneous gains or losses which do not pertain to the 
period covered by the income accounts. According to 
this definition, the iQcome statement closes with a declara- 
tion of the net corporate income arising out of the trans- 
actions of the current year. The profit and loss statement, 
on the other hand, is not confined to the transactions of 
any specific fiscal period. It covers all entries between 
the income statement and the general balance sheet, 
with the single exception of appropriations of surplus. 
Further comment of the profit and loss accounts will 
conform to the definition that reflects current practice. 
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§46. Profit and Loss Entries CtassifiadL— The pri- 
maiy accounts of the systein of records provided for 
the use of American railways are as foUows: 



DebU 

Debit balance (at beginning of 
fiscal period) 

Debit balance transferred from 
income 

Surplus applied to sinking and 
other reserve funds 

Dividend appropriations of sur- 
plus 

Surplus appropriated for invest- 
ment in physical property 

Stock discount extinguished 
througti surplus 

Debt discount extinguished 
through surplus 

Miscellaneous appropriations of 
surplus 

Loss on retired road and equip- 
ment 

Delayed income debits 

Miscellaneous debits 

Uni4>propriated surplus carried 
to Balance Sheet 



CMtt 

Credit balance (at begiimms of 

fiscal period) 
Credit balance transfened horn 

moome 
Profit on road and equipment 

sold 
Delayed income credits 

Unref undable overcfaarBSB 

Donations 

Miscellaneous credits 



Deficit carried to Balance Sheet 



It will be observed that the above statement begins 
with a debit or credit balance at the b^inning of the 
fiscal period under review, and closes with a ''deficit'' or 
an ''unappropriated surplus" to be carried to the balance 
sheet struck at the dose of that period. Outside of these 
transfer entries, the primary accounts shown in the fore- 
going lists may be classified under three heads: 

Correction Entries. The first class of profit and loss 
entries covers all entries which have for their purpose the 
correction of a previously declared surplus or deficit. 
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An illustration will make this clear. In case freight has 
been carried and, after a proper audit, the accrued earnings 
have been credited to operating revenues, it may tmn 
out that the shipper is unable to pay for the service he 
has received. The surplus, in the meantime, has been 
declared and the accounts for the year closed, on the as- 
sumption that the freight bill will ultimately be paid; 
should it become evident that the bill is a bad bfll and 
cannot be collected, this amount should be written out 
of the accounts by a credit to bills receivable and a 
charge to profit and loss. Entries of this sort, and they 
cover a wide range of events, have for their sole purpose 
the correction of an erroneously stated surplus. It goes 
without sa3ring that, if an error is discovered before the 
close of the period for which the surplus is declared, the 
correction should be made through the account that covers 
the error. 

The Interstate Commerce Commission's classification 
of profit and loss account provides for this class of cor- 
rections under the headings ''Delayed Income Credits'' 
and ''Delayed Income Debits." This seems on the face 
of it to be a satisfactory adjustment, but much depends 
upon the meaning given to the word "delayed" as applied 
to this class of items. In the 1914 issue of the profit and 
loss accounts, it is distinctly stated that "delayed items 
are items representing transactions which occurred before 
the current fiscal period." Even with this apparently 
explicit rule, however, considerable discretion must be 
left to the accounting officer for the proper use of these 
primary accounts. There is another rule which states, 
in effect, that "over-lapping" items should be carried 
by the appropriate accounts of the fiscal period to 
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which they pertain. The discretion thrown on the ac- 
countant will be properly exercised, provided the ne- 
cessity of guarding the int^rity of the operating net 
revenue and the corporate net income, for a definitely 
prescribed fiscal period, is adequately appreciated. The 
point to be held in mind is that many transactions take 
place within the fiscal period which do not pertain to the 
traffic or financial operations of the period, and such 
transactions should not be permitted to influence in any 
way the declaration of a net corporate income for the 
period under consideration. It is a peculiar service of the 
profit and loss accounts to carry all correction entries 
which affect a declared surplus. 

MisceUanecua Gains or Losses. The second class of 
entries in the Profit and Loss statement covers miscel- 
laneous gains or losses for which no provision is made 
elsewhere in the accounts. Here are included such items 
as profit and loss on road and equipment sold; gain or 
loss on the sale of investment securities; gain or loss aris- 
ing from the sale of minor items of physical property; 
debits or credits resulting from the adjustments or can- 
cellations of balance sheet accounts; unreleased premiums 
or unextinguished discounts on funded debt re-acquired 
before maturity; and other similar items. From the 
point of view of this class of entries, the profit and loss 
accounts cover all kinds of adjustment entries which per- 
tain to the property as such, but which are not directly 
connected with either the operating or the financial trans- 
actions of the year imder review. 

Appropriations of Surplus. The third class of entries 
covered by the profit and loss statement appears exclu- 
sively as debit items and shows the use made by a Board 
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of Directors of the surplus placed at its disposal. This 
group of entries is significant because it discloses the cur- 
rent policy of the management. If dividends are denied 
in order to provide for making improvements^ the fact 
should be recorded. If both dividends and improvements 
are reduced in order to pile up reserves to be used at 
some future time, this fact, also, should find expression 
in the records of surplus appropriations. The character 
of the appropriations made, as well as the amount appro- 
priated, indicates the purpose and the policy of the man- 
agement, a fact which supplies an added practical reason 
for bringing all this class of entries into a single statement. 

The ability to fiunish readily a correct analysis of the 
accumulated surplus is the most exacting test of sound 
accoimting. The first step toward such an analysis is 
taken in connection with the entries under consideration 
which, according to current practice, appear as deduc- 
tions from net corporate income or as charges to profit 
and loss. It is not essential that this practice should be 
changed, but it is essential, in order to trace final results 
and to understand the business meaning of this class of 
entries, to distinguish between two kinds of appropriations. 

All appropriation charges group themselves under one 
or the other of two headiags, according as they are charges 
which stand for the return of profits to the property, or 
are final entries, like charges to operating expenses or 
charges to iacome. Appropriations that represent the 
retmn of profits to the property would, of course, appear 
on the general balance sheet as a part of the accumulated 
surplus, and the amounts appropriated during any fiscal 
period would be shown as an increase in the respective 
headings under which the accumulated surplus is carried. 
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What remains of the surplus^ after the deduction of all 
appropriations! is carried to the balance sheet under the 
caption ''Profit and loss — ^Balance." A better expression 
for this balance, should it fall on the credit side, is found 
in the definition of profit and loss quoted from the accounts 
as prescribed by the Interstate Commerce Commission, 
when it is said that it shows the ''imappropriated surplus 
of the carrier at the date of the balance sheet." The sig- 
nificant point to be noted is that part of the profit and loss 
charges which stand for appropriations of surplus, appear 
on the balance sheet as an offset to fixed, fluid, or funded 
assets, while a part are a final charge in the profit and loss 
accounts. The former stand for profit^ retiuned to the 
property; the latter, for appropriations to outside interests. 

§47. Classifications of Appropriations. — ^While cor- 
rection entries in the profit and loss account, and entries 
that cover miscellaneous gains or losses to the corporation, 
may be difficult to handle in special cases, their business 
meaning and their accounting purpose are easily under- 
stood. They need not, therefore, claim further attention 
at this time. This can not be said, however, of the charges 
that cover appropriations of surplus. The anal3rsis of 
this group of charges may be carried a step further. 

The standard S3rstem of railway accounting makes pro- 
vision for five kinds of appropriations out of surplus by 
the Board of Directors, or whoever is in charge of the 
property as the financial trustee. These are: 

Appropriations for extensions to the property. 
Appropriations for investment in non-physical assets. 
Appropriations for the reduction of capitalization. 
Appropriations for hastening the extinction of discounts. 
Dividend appropriations. 
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The management, knowing the amount placed at its 
disposal, makes provision for these several appropriations 
according to the relative strength of the demands for 
each purpose. 

(1) Appropriations for ExtensUms to the Property. 
This class of appropriations covers what is commonly 
known as "Extensions of the property" or "Additions 
and betterments to the property." The final result of 
appropriations for this purpose is to be read in the current 
adjustments of the property accounts. When the money 
thus appropriated is expended by the engineers, an in- 
ventory of the property would show that the physical 
assets of the corporation had been increased by the amount 
of cash expended. It should be especially noted, however, 
that the extensions and improvements covered by appropri- 
ation of surplus, do not necessarily cover all of the improve- 
ments that may have been made during* the fiscal period 
under consideration. The money used for improvements 
may have been secured by the sale of long-time securi- 
ties, or it may be that the extensions and betterments 
have been paid for out of cash, but with the purpose on 
the part of the corporation to reimburse the cash box by 
the subsequent sale of bonds. Failure to distinguish 
between the natiu'e of a liability resulting from the con- 
struction of property out of the proceeds of securities 
sold, and from construction out of cash that comes from 
operation, has led to much confusion, not alone in ac- 
counting matters but in the discussion of equities as well. 
In the former case, the offset to the new property is listed 
on the balance sheet imder outstanding securities; in the 
latter case, it is set up as an appropriation of surplus. 
The primary account that carries this entry stands, or 
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should stand, as a permanent balance sheet liability. 
It measures the amount of past profit returned to the 
property. It cannot be expunged except by the declarar 
tion of a stock dividend, which would require a transfer 
from this account to the stock account. The propriety 
of such a transfer raises a delicate problem in equity as 
between the public and the railway; but, from the ac- 
counting point of view, there is no difiBiculty. 

The accounting process by which a free surplus is con- 
verted into an appropriated surplus that stands for ci^ital 
investments, under the standard rules of accounting, 
is as follows: The first step is the drafting of a program 
of improvements, and the adoption by the Board of Direc- 
tors of a resolution that raises a credit in favor of the 
Engmeers equal to the estimated cost of such improve- 
ments. This appears as a charge, either to income or to 
profit and loss, under the primary accounts that cany 
"income" or "profit and loss" appropriations for invest- 
ment in physical property. When the engineer spends 
the money and his vouchers are approved, these appro- 
priations are credited and corresponding charges are 
made to the property account. Inasmuch, however, as 
this transaction involves a permanent increase in physical 
assets, there must be a corresponding increase in per- 
manent liabilities, that is to say, — a true record must be 
kept of the equities by which the assets are ofifset on the 
balance sheet. This is attained by the rule that the 
amount charged to either of the accounts named, "shall 
be concurrently credited" to an account on the balance 
sheet entitled "Additions to property through income or 
surplus." This is, perhaps, as satisfactory a method of 
procedure as can be devised, as long as appropriations 
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out of surplus continue to be mixed up with income and 
luofit and loss entries. It is inconsistent in that it calls 
for an appropriation from surplus before the surplus has 
been declared. It is incorrect to the extent that an ac- 
count devised to carry the equity in '' Additions to prop- 
erty'' constructed out of profits, is required to carry 
also the unexpended balance of appropriations for addi- 
tions to property. This question of the meaning of the 
surplus, the rules for computing the surplus, and for 
recording the use of the surplus, ought to be reconsidered 
by those who are responsible for the standard system of 
railway accoimts. 

(£) Appropriationa for Investment in Nonr^hysicdl 
Assets. The purpose of this class of appropriations may 
be either the solidification or extension of an operating 
system, or merely the investment of surplus fimds which 
otherwise might remain unproductive. The result of such 
appropriations are to be found in the records of intangible 
assets. 

Unless some especial adjustment is made on the lia- 
bility side of the balance sheet, an o£fset to such a use of 
money as has been described would be found in the un- 
appropriated surplus. To the extent that the appro- 
priation was for the piu'chase of securities not required 
for maintaining the integrity of the operating system, 
such a result would correctly express the situation; to 
the extent, however, that the appropriation is expended 
for the purchase of securities that stand for property 
brou^t into the operating ^rstem, the investment is as 
fixed as though the money had been spent in the physical 
extension of the line. The inclusion of this amount, 
therefore, in imappropriated surplus shown on the bal- 
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ance sheet would be incorrect. Further consideration of 
the point thus raised wiQ be found in the next paragraph. 

(S) Appropriations for the Redudicn of Capitalization. 
The Board of Directors may see fit to use a portion of the 
accumulated surplus for the extinction of its bonded 
indebtedness or other outstanding liabilities. This re- 
sults in either of two accounting adjustments. Should 
the bond be purchased and cancelled, the business effect 
would be the transfer of an equity which previously was 
held by the owners of the bonds now extinguished, to the 
owners of the stock. The amount of money thus used, 
although appropriated out of surplus and made a charge 
to net corporate income or to profit and loss, must still 
remain as a part of the accumulated surplus. It will not, 
however, appear as an unappropriated surplus but as a 
portion of the surplus used for the extinction of funded 
debt. 

A different adjustment would be required if what is 
known as the sinking fund method is used for the extinc- 
tion of outstanding obligations. In this case, the amount 
appropriated would be transferred to the fund and the 
bonds purchased would not be cancelled but would be 
carried in the fund. The usual defense for this pro- 
cediu^ is that, on account of the market price of vari- 
ous kinds of securities, it may be advantageous to invest 
the money appropriated for the extinction of outstanding 
obligations, in the purchase of securities other than the 
securities issued by the corporation under consideration. 
In this case, there would be found among the assets a line 
of securities held as an offset to the uncancelled or out- 
standing bonds of the corporation concerned. No harm 
can arise from this method of procedure, provided the 
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facts are properly recorded in the accounts, although it 
must be recognized that the balance sheet totals are dupli- 
cated to the extent of such transactions. 

(4) Appropriations for Hastening the Extinction of Z>m- 
eovnis. The amortization of discounts which regularly 
accrue on outstanding bonds, is an income charge. This 
is true because all bonds have a date of maturity, and 
when they mature the issuing corporation is liable for 
their repayment at par. It is imperative, therefore, that 
a reserve be created during the life of the bond equal to 
the discount suffered at the time of issue; or, what amounts 
to the same thing, that a proportional amount of the 
discount be written out each year. Such is the practice 
of sound accounting, and such is the rule laid down by 
the Interstate Commerce Commission. 

It may be, however, that the Board of Directors desires 
to extinguish the discount on a special series of bonds 
prior to the date of maturity. To this extent amortiza- 
tion is a voluntary act on the part of the Board, and 
should be cared for in the profit and loss accounts. This 
is the meaning of the primary account ''Discount ex- 
tinguished through surplus." 

The extinction of discount on stock issued must find its 
authority in a resolution of the Board of Directors. Stocks 
do not mature. They are an evidence of proprietor- 
ship and are a liabUity in an accoimting sense only. If 
the discount on stock issued is to be written out of the 
accounts, it must be by the voluntary choice of the man- 
agement. The extinction of stock discount, therefore 
(assuming such a thing to exist), is a proper item for a 
charge to the profit and loss accounts. 

(5) Dividend Appropriations. A solvent company will 
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always endeavor to maintaiD its dividend payments. 
This is one means of maintaining credit. The character 
of the dividend, and the interpretation of the fact that a 
dividend is paid, varies with the class of stock upon which 
the dividend is declared. Some so-called dividends are 
not properly charged to profit and loss, as for example 
the dividend which accrues upon stock guaranteed. The 
guarantee makes this payment a payment that accrues 
on a contract and not an administrative payment. It is, 
therefore, an income charge and not a profit and loss 
charge. Such dividends are classed with interest on bonds. 
If a dividend that is cumulative remains unpaid, it 
should be recognized as a liability, and an accounting 
adjustment made accordingly. A dividend on preferred 
stock is on the border line between a voluntary and a 
contractual payment; but inasmuch as it must be voted 
by the management, it may properly be classed as an 
appropriation out of surplus, and included in the profit 
and loss statement. Witli regard to dividends on com- 
mon stock, there can be no question. It is entirely at the 
option of the Board of Directors to declare such a dividend 
or to use the surplus in other ways. 



CHAPTER IX 
GENERAL BALANCE SHEET ACCOUNTS 

Thebb are as many balances in a ^rstem of accounts 
as there are congruous groups of entries, but there is only 
one general balance sheet. The word ''general" properly 
characterizes this group of accounting statements, first, 
because it gathers to itself and expresses the result of all 
accounts and records of the business to which it pertains; 
and, second, because the items which it records are cumu- 
lative from year to year, and the balance which it declares 
is the final outcome of operating and financial transactions 
from the beginning of the life of the business to the date 
on which the general balance sheet balance is struck. 
The balance sheet statement serves as a key to all 
accounts; it is an index to the life history of the 
business. 

§48. General Balance Sheet Defined. — Technically 
defined, the general balance sheet is a statement which 
discloses the financial condition of the corporation as of 
the date on which the accounts are closed. It presents 
on its debit side the assets, and on its credit side the lia- 
bilities, of a corporation, so arranged as to show the ac- 
cumulated surplus or deficit of the business. As published, 
or as drawn up for the information of stockholders, the 
general balance sheet is usually a comparative statement; 
that is to say, the entries against the general and primary 
accounts are given for the current and for the previous 

fiscal period, and thus provide a measiu^ for the increase 

les 
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or the decrease in the several groups of items summarised. 
This comparative featiu^ of the general balance sheet is 
of great practical importance, for it enables one to locate 
the source or occasion of the final gain or loss disclosed, 
and in this manner directs attention to the strong and to 
the weak points of the business. 

The significance of a general balance sheet is further 
indicated by the fact that any general or comprehensive 
audit of the affairs of a business, may be most easQy ac- 
complished by an analysis of the various items carried 
by this statement. Every balance sheet figure can be 
traced through other accounts, ail of which are adjusted 
to its requirements, and through these accounts may be 
checked against the original papers or entries that stand 
for the transactions recorded. In order to read properly 
the meaning which lies in the balance sheet statement, 
one must be familiar with the entire system of accounts 
of which it is the final expression. 

§49. The General Accounts. — ^The general accounts 
prescribed for the use of American railways, stand for 
groups of congruous items which appear on the balance 
sheet statement as primary accounts. For the most part, 
the titles of these accounts explain themselves, and a 
consideration of their significance, here, would be but a 
repetition of many of the accounting rules already con- 
sidered. This is true because the figures entered against 
many of these primary accounts are themselves balances 
of congruous groups of accounting entries. The titles of 
the general accounts, also, are familiar; but, inasmuch 
as in some cases th^ carry specific meanings in railway 
accounting, their cursory consideration, as preliminary to a 
study of the primary accounts, will not be out of place. 
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The following is a list of these general accounts arranged 
in the form of a balance sheet statement: 

FoBM OF Gbnebal Balancb Shbbt Statbmbnt 



DebU, or Assets Side 



Credit, or Liability Side 



1. Inyestments 



2. Current Assets 

3. Deferred Assets 

4. Unadjusted Debits 



1. Capital Stock 
Goyemment Grants 
Long Term Debt 

2. Current liabilities 

3. Deferred Liabilities 

4. Unadjusted Credits 

5. Balance — Accumulated Surplus 



Each of the general accounts in the foregoing statement 
stands for a group of congruous transactions, and the 
first step in understanding the balance sheet is to learn 
the accoimting significance or the business, meaning of 
each group. 

InvestmerUa represent, for the most part, fixed assets. 
Th^ cover physical property created or purchased by the 
funds placed at the disposal of the corporation, as also 
investments in non-physical property, whether such in- 
vestments are for the purpose of creating an operating 
system, or of such a nature that they can be sold without 
impairing the integrity of the property as a business unit. 
The chief item imder investments is the construction 
cost as reported by the engineers in charge of construction. 

Current Assets stand for cash on hand or for material 
on hand or claims on debtors that will be converted into 
monqr in the ordinary course of business transactions. 
It is sometimes said that cash assets are quick assets, 
and this may be true in the sense that the evidences 
of debts due the company might be used as security 
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for raising temporary loans. As a matter of fact, 
however, this is seldom, if ever, done. The hypothe- 
cation of current assets for temporaiy loans would be a 
puUication of near bankruptcy. Some of the items cov- 
ered by current assets may be immediately convertible 
into cash; but, as an accounting conception, it is prefer- 
able to define them as assets that will be realised as a 
result of ordinary business procedure. The great mass of 
them will be paid within thirty, sixty, and ninety days 
from the date of their origin. 

Deferred Assets, in the prescribed system of railway 
accounts, are given a technical meaning. Th^ represent 
appropriations for future expenses. Working reserves 
against which future expenses are to be charged are an 
illustration. The unexpended balance of such reserves is 
carried on the balance sheet as a deferred asset. 

Unadjusted Debits, from one point of view, are the same 
as deferred assets. Their peculiar characteristic is dis- 
closed when it is recognized that they perform the service 
of suspense accounts or clearing accounts. Here are in- 
cluded rents or taxes paid in advance, the balance of 
property abandoned not yet written out of the accounts, 
and other similar items. 

''Capital Liabilities^* is a phrase quite generally used 
to cover the first group of items on the liability side of the 
balance sheet. It stands for the credit raised by the in- 
vestors in favor of the trustees selected for the manage- 
ment of the property, and is represented on the balance 
sheet prescribed for the use of American railways by 
"Capital stock," "Government grants," and "Long 
term debt." 

In the case of government owned railways, government 
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advances for the construction or purchase of the property 
would be included under this heading. The figure which 
appears on the general balance sheet against capital 
liabilities measm^es the relative claims of the several 
classes of proprietory investors in the property to which 
the corporation holds title. 

Current LdabilUies represent the obligations incurred by 
the active business which, it is assumed, will be worked 
out during the ordinary com-se of business transactions. 
Short time notes that have accrued but have not yet 
matured, or bills that have been audited but not yet paid, 
and other similar habiUties, are entered on the balance 
sheet under this general head. 

Deferred LdabUities, like deferred assets, are confined by 
the prescribed system of accoimts to transactions within 
the corporation. A provident fund created in the interest 
of employees for which the corporation is responsible is an 
illustration of a deferred liability. The liability is deferred 
until, by virtue of accident or sickness, or old age, the 
corporation will be called upon to make payment to the 
employees. The recognition of the liabihty, meanwhile, 
prevents the dissipation, in dividends or other similar 
expenditures, of the assets out of which the liability is to 
be paid when it matures. 

Unadjusted Credits ^ like unadjusted debits, represent 
accounts which, for any reason, are not or can not be 
closed. The figure returned on the balance sheet under 
this heading, the sum of the balances of the several ac- 
counts as of the date on which the balance sheet is closed. 

Corporate Surplus represents the accumulated profits of 
the business from the inception of the business enterprise 
under consideration. A portion of this surplus may have 
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gone back into the property through appropriations of 
previous years for additions and betterments, sinking 
funds, and the like; the remainder measures (or under 
perfect accoimting should measure) the free or unappro- 
priated surplus subject to future appropriations. The 
total ''corporate surplus'' covers both the appropriated 
and the unappropriated surplus as disclosed by the bal- 
ance sheet statement, and must be recognized as the most 
significant single figure carried by any of the classifica- 
tions or statements which make up the system of accounts. 

§ 60. The Balance Sheet Statement— The form of 
balance sheet statement submitted above shows the 
balance on the credit side of the account. This means that 
the statement is drawn on the assumption that the business 
under consideration has been profitable. Had the final 
result of the business been a loss, this balance would have 
appeared on the debit side of the statement. In either 
case, however, the figure set down as the balance must be 
taken in connection with the capital stock, if it is desired 
to measure the value of the proprietory interest in the 
assets. This is true because the equity in the surplus lies 
with the stockholders. The holders of the bonds have no 
such equity, at least no direct equity, nor, as the law stands 
at the present time, can it be said that the government or 
the public has an equity in the accumulated surplus. The 
public may have an interest in this surplus which the 
directors are not at liberty to disregard, but this falls 
short of what the law recognizes as an equity in the prop- 
erty. The accmnulated surplus partakes of the nature of 
an imdivided profit. 

It is perhaps superfluous to explain to the readers of 
this treatise why assets are on the debit side and liabiUties 
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on the credit side of the balance sheet. Since, however, 
this is sometimes perplexing to those who have not handled 
accounts, a word of explanation may be acceptable. 

Every system of accomits stands for an active business. 
Its purpose is to arrive at an accurate measure of the 
gain or loss incurred by the business. Even in the case 
of a privately owned business, the man who owns it de- 
sires to know whether it is a profitable or an improfitable 
undertaking. In order to find this out, it is necessary that 
he place a certain amount of his money at the disposal of 
the business, and that he require accoimts to be kept for the 
business as though it were an independent industrial unit. 

In the case of railway accoimting, this point of approach 
is easily understood, because railways are recognized as 
corporations, and a corporation is a legal personality. 
Railway accoimts, therefore, are corporation accounts and 
not accoimts of the stockholders. A corporation holds 
the title to the property, but back of this property stand 
the stockholders and the bondholders who have furnished 
the funds. The corporation acknowledges the liability 
incurred to the stockholders and the bondholders for the 
moneys placed at its disposal, and in so doing acknowl- 
edges that the purchasers of securities have placed a fund 
of money to the credit of the corporation. They have the 
right to expect that the business will acknowledge this 
credit, and return the investment in case the business is 
wound up. 

The same reasoning applies to current liabilities, de- 
ferred liabilities, or unadjusted credits. Current liabilities, 
for example, mean that the corporation has become pos- 
sessed of property for which it has not made payment, 
or that it has received money from some outside agenpy 
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which eventually must be turned over, but which, until 
settlement is madei appears somewhere in the list of cur- 
rent assets. These outside parties have placed material 
or mon^ to the credit of the corporation which the cor- 
poration recognises by writing them on its balance sheet 
as a liability. 

This analysis is presented in another way when it is 
recognized that the Board of Directors of a corporation 
are the trustees of the funds placed in their hands. These 
trustees, who as persons represent the corporation, ac- 
knowledge the moneys placed to their credit through the 
sale of stocks and bonds, and this they do by writing up 
the par value of the securities as a liability of the cor- 
poration. In this manner, the business assumes the duty 
of making these securities good. The liabilities thus ac- 
cepted by the corporation, are an accounting measurement 
of the credits raised in favor of the trustees. 

On the other hand, as an accounting offset to the credits 
raised, the trustees set up in the accounts a charge to the 
property, the balance of which at any time measures the 
assets of the business, that is to say, of the corporation as 
a legal personality. A business is charged with its assets 
and credited with its liabilities. 

By referring to the above form of the general balance 
sheet statement, it will be observed that each general 
account on the assets side is offset by a corresponding 
group of entries on the liability side. Against invest- 
ments are to be found securities sold by the corporation 
against current assets are to be found current liabilities 
against deferred assets are to be found deferred liabilities 
and against unadjusted debits are to be found unadjusted 
credits. This arrangement seems to imply that a balance 
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might be struck for each group of primary accoimts 
gathered together imder these general headings. Speak- 
ing broadly, this may be done, and it should be the aim of 
the accountant to so define and classify original entries 
that this may be done with a fair degree of accuracy. But 
in so complicated a business as that carried on by American 
railways, it would not be safe to assimie that these inter- 
mediate balances are worthy of imlimited confidence. It 
is necessary to examine the primary accounts, and pos- 
sibly the entries from which these primary accounts are 
constructed, before arriving at the final interpretation of 
intermediate balances. 

§61. Analysis of Investments. — The titles of the 
primary accoimts, together with their definitions, will be 
found in Appendix C. Three classes of assets are carried 
under the general title " Investments." These are ph3rsical 
property, fimds held in trust as offsets to liabilities out- 
standing, and investments in securities. Each of these 
three classes will be considered. 

Physical Property, The figures on the balance sheet 
that together measure the amoimt invested in physical 
property, are covered by the three primary accounts "In- 
vestment in road and equipment," "Improvements on 
leased railway property," and "Miscellaneous physical 
property." The first is taken from the construction ac- 
coimts, imderstanding by that phrase both original con- 
struction and additions and betterments made subsequent 
to the transfer of the property for purposes of operation. 
These figures stand for the cost of the property to date, 
and not for its present value. The present value of the 
property, at any particular time, may be less than its 
cost, because of the depreciation which it may have 
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8u£fered since the investment was made; or it may be 
more, on accoimt of appreciation. Such appreciation 
in this country, however, is no part of current ac- 
counting and it may, for that reason, be set aside. In 
case adequate depreciation reserves have been main- 
tained by current charges to operating expenses, the un- 
expended balances of such reserves will appear on the 
balance sheet and will indicate the amount that must be 
deducted from the cost of the property in order to arrive 
at its present book value. 

It is the practice of some accountants to reduce the cost 
of property carried on the balance sheet by the deprecia- 
tion which has accrued, rather than to maintain the bal- 
ance sheet statement of cost at its original figure on the 
assets side of the account, and carry the depreciation as 
a reserve on the liability side of the account. The chief 
objection to this method of treatment is that it results 
in the insertion of a figure which assmnes to measure an 
''investment" that cannot be checked against capital ex- 
penditures. Another objection is found in the fact that, ac- 
cording to this method of treatment, the accounts fail to 
record the responsibility of the revenues to restore to the 
property such assets as have been dissipated, no matter 
what the cause of such diseipation may be. There is con- 
siderable danger that the management of a property will 
fail to hold in mind an outstanding liability that finds no 
place among the liabiUties listed on the general balance 
sheet. 

Many railways invest in physical property which is 
either entirely distinct from transportation property, or 
is connected with it only in an indirect way. For example, 
a railway corporation may own mines, mineral and timber 
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lands, commercial plants, sawmills, and other manufac- 
turing plants. If these are carried as independent in- 
vestments and operated for the purpose of profit, the 
inclusion of their capital in the railway balance sheet is 
improper. In such cases, there ought to be a separation 
of the capital, and an independent set of accounts ought 
to be raised for such commercial enterprises. If, however, 
this can not be done, the balance sheet should provide 
for a separate statement for this class of property. Should 
the operation of a commercial enterprise be incidental 
to the rendering of a transportation service as, for example, 
the manufacture of ice for refrigeration, or the mainte- 
nance of hotels for the development of passenger traffic, 
the investment may be regarded as primarily for trans- 
portation purposes. It is not always easy to draw a line 
between an investment in physical property which does 
and one which does not render a transportation service. 
The principles which should guide in distinguishing be- 
tween these two classes of investments were considered in 
connection with incidental revenues. 

Improvements on leased property, like improvements 
on property which the lessee corporation owns, stand 
for physical property, but such is their contractual char- 
acter that they are given a separate primary account on 
the balance sheet. In order to understand this item, it is 
necessary to call to mind what has already been said rela- 
tive to raUway system building. A railway corporation 
as an operating system, makes use of a great deal of prop- 
erty to which it does not have title, but which it controls 
through incomplete mergers, ownership of stock, or ciurr^t 
leases. After the execution of a long time lease, the lessor 
proprietors are no longer interested in the improvement 
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of the property; for the lessee, on the other hand, it is an 
operating necessity that improvements, extensions, addi- 
tions and betterments should be made on this property, 
as well as on the property to which it has title. In case 
the lease provides that, at its expiration, the lessee com- 
pany has an equity in the improvements made on the 
property of the lessor, the accumulation of the cost of 
the improvement in a separate primary account is un- 
doubtedly correct; for at the expiration of the lease, the 
lessor company would be obliged to compensate the lessee 
company for such improvements as had been made. 

There are many cases, however, in which the lease 
makes no mention of compensation for improvements 
on the property of the lessor, and it is doubtful if the 
courts, inclined as they are to the strict interpretation of 
contracts, would recognize that the lessee had an equity 
in such investments; but this is no reason why a separate 
primary accoimt should not be kept. In case of foreclo- 
sure, or of appraisal at the termination of the lease, it is 
essential that each property be charged with the improve- 
ments made for its benefit. The cost of improvements 
must be localized in order to keep clear the equities that 
pertain to the several parties concerned, and the records 
should be so kept as to make this possible. 

Funds field under Trust. These are of two kinds, — 
sinking funds and trust deposits. The time has passed 
when provision for a sinking fimd in the writing of bonds 
for responsible corporations tends to raise the price of 
such bonds. On the contrary, the investor prefers bonds 
for which there is no plan of repayment, provided they 
are good bonds. Nor has the corporation any motive to 
expimge a debt that is funded on reasonable terms, except 
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it be to raise the price of stocks. From the standpoint 
of the public, also, sinking funds are of no particular 
significance. So-called sinking fund appropriations that 
rest upon the will of the management have no binding 
character, and might as well not exist. If, however, sink- 
ing fimds have been established, they certainly stand for 
an investment of the corporate surplus, and are properly 
classified as an investment asset. 

Trust deposits are not exposed to the same criticism, 
provided they rest upon contractual agreements, and 
provided further that some outside party is interested in 
the contract. Under such conditions, it is probable that 
the asset which they represent will prove to be a stable 
asset. If, however, there is any uncertainty in the con- 
tract, or if the terms of the contract are such as to lead 
easily to misunderstanding, tnist deposits are quite likely 
to be abused. It is very difficult for a management hard 
pressed to meet expenses, to keep it«( hands off this class 
of funds, even though their use may mean the reversal of 
a previously established policy. To make use of these 
funds for a purpose not contemplated by their creation 
must tend to depress the credit of the corporation. 
However, if deposit funds of this sort exist, they are 
properly classed as an investment asset. 

Security Investments. Most active American rail- 
ways represent large financial interests, in addition to 
their interest in the property to which they have direct 
title. This is the result, primarily, of the manner in which 
independent railway properties have been organized into 
large and comprehensive systems of operating railways. 
These systems have been built by the merger of two or 
more properties, by long term leases whereby the prop- 
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erly of one corporation is banded over to another corpora- 
tion for the purpose of operation, and through the owner- 
ship by one corporation of a majority of the stock of 
another corporation. Without entering into even a cur- 
sory study of system bmlding, it is evident that the inter- 
corporate holding of railway securities falls under one or 
the other of two heads: first, of those securities which are 
held for the purpose of perpetuating the integrity of an 
operating system; and, second, of those securities acquired 
for investment. In either case, the securities concerned 
represent an investment and should appear on the balance 
sheet as an investment asset; but it is important to dis- 
tinguish between those acquired for the purpose of build- 
ing up an operating S3rstem, and those acquired for the 
interest or dividend which they bear. The former are 
not quick assets. They cannot be sold to meet an emer- 
gency. A corporation hard pressed might as well dispose 
of its locomotives, or its bridges, as to dispose of such 
securities. In the same way that the sale of physical 
property used for transportation purposes would bring 
the normal operations of a railway speedily to a close, 
so the sale of the seciuities of a subsidiary corporation, 
whose physical property is a part of an operating system, 
would tend to disintegrate the system. 

Stocks held for investment, however, are quick assets, 
and may be recognized as a partial offset to the free or 
imappropriated surplus. In any case, the accountant 
should draw a line between these two classes of security 
assets, and enter them separately on his balance sheet 
statement. While both are assets, and both are assets in 
the form of securities, their function, or what may be 
termed their financial significance, is entirely different. 
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It is doubtless for this reason that the form of the general 
balance sheet statement provided for the use of American 
railways, distinguishes between investments of ''affiliated 
companies" and ''other investments." In both cases, 
the sub-primary entries are stocks, bonds, notes, and 
advances. 

§ 62. Analysis of Capital Liabilities.— The offset to 
investments which appears on the debit side of the 
balance sheet is capital liabilities, or, to use the phra- 
seology of the prescribed i^stem of accounts, stocks, 
government grants, and long term debts. This means 
that all funds assigned for investment, exclusive of profits 
returned to the property, arise either from the sale of 
stocks, from government grants, or from the sale of 
long term debts. The standard balance sheet makes a 
group of this class of liabilities which covers primary 
accoimts 751 to 757 inclusive, as shown on page 430 of 
Appendix C. 

It is not necessary to consider the various kinds of 
stocks that have been, or may be, issued by railway cor- 
porations, nor to explain that stocks, although standing 
for proprietorship, are an accounting liability, whereas 
bonds are both an accounting and a legal liability. A 
Imowledge of these fundamental facts may be assumed. 

All book entries of stocks and bonds are made at their 
par value. The propriety of this is foimd in the fact that 
the par or face value of securities measures the liability 
which the corporation has assumed in the issue of stocks 
or bonds. The entry of securities at their par value, 
however, raises an accounting question, whenever the 
original sale of securities was made either at a premium or 
at a discount. The price of issue, and not the par value. 
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detennines the amount of cash collected from their sale 
for investment. If, now, the liability is set up as the par 
of the security, there may be a discrepancy between the 
true liability and the true asset. The accounting question 
thus raised is met by providing a separate primary account 
in which to carry "premimn on stock sold/' and by pro- 
viding further that discounts should be carried on the 
balance sheet under the general heading of ''unadjusted 
debits'' until such time as they are written out of the 
accoimts. It is possible, therefore, for one who desires 
to compare the cost of property with the proceeds of 
securities sold in order to provide funds for meeting that 
cost, to find, on the balance sheet statement (and in the 
analysis of supporting accoimts), all the facts required for 
this purpose. 

Another difficulty arises in making balance sheet en- 
tries for securities. Securities formally issued may be held 
in the treasury'' subject to sale, or, if sold, may be re- 
purchased for sinking funds or other kinds of investments. 
To meet this difficulty, the accounting rules prescribed for 
the use of American railways requires that both figures 
appear on the balance sheet statement, but that the figure 
used in arriving at the final balance should be the dif- 
ference between the securities "nominally outstanding" 
and those which are held by or for the corporation under 
consideration at the date on which the balance sheet is 
struck. This is the meaning of the "short" and "long" 
entries for which the balance sheet statement makes pro- 
vision. By means of this device, the habilities actually 
outstanding at the date of the statement are disclosed. 

Yet another point must be held in mind. Many of the 
securities issued and listed as outstanding are not issued 
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against physical property, but against other securities 
owned. This means that two kinds of securities, or it 
may be three or four, lie against the same physical prop- 
erty. So far as the balance sheet statement of any par- 
ticular corporation is concerned, this fact of duplicate 
securities is of relatively sUght importance; but for one 
who endeavors to construct a consolidated balance sheet 
of the railways of the country as a whole, it is necessary 
to eliminate all duplications resulting from intercorporate 
ownership of railway securities. The Interstate Commerce 
Conunission has been at great pains to require reports of 
such a character as to permit the elimination of this du- 
plication. Jfl reading the balance sheet statement of an 
individual corporation, it is necessary to know the details 
of these collateral issues. 

§ 63. Current Assets and Current Liabilities. — The 
standard form of general balance sheet statement, covers 
"current assets" in primary accounts 708 to 719; and 
"current liabilities" in primary accounts 758 to 768, both 
inclusive. The titles to these accounts as also their de- 
scriptive text may be found in Appendix "C." 

1. The Qvestion of Offsets. Ciurent assets can not be 
regarded as an offset against current liabilities, and for 
that reason their net balance carries no very significant 
meaning. Only in the case of a few accounts is there even 
an apparent connection. Loans and bills receivable seem 
to indicate that moneys are coming in with which to meet 
loans and bills payable, and in a rough and indefinite sort 
of a way this may be true. An examination of details, 
however, would show that there is no connection between 
the transactions that Ue back of the two accoimts. The 
same may be said of "Traffic and car-service balances" 
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receivable and payable, and ''Miscellaneous accounts" 
receivable and payable. From the phraseology used it is 
natural to assume that some certain or definite business 
relation existed between them, and that, judging of the 
financial condition of a business, the one could be used as 
an offset against the other. But one is not at liberty to 
treat a debit balance of any sort as cash in hand or as 
a quick asset. What one owes must be paid; what one 
enters on his books as receivable may never be paid. 
Such, at least, is the assumption of a business that expects 
to continue. 

An examination of the titles of the other accounts fails 
to suggest any relation between the debit and credit 
entries recorded under current assets and current liabil- 
ities. This conmient is pertinent in view of the loose and 
frequently improper use made of the operating balances 
grouped together on the general balance sheet as current 
accounts. 

^. The Period Covered. It is a practical necessity that 
some time limit be assigned for current assets and current 
liabilities; for without an arbitrary rule stating how long 
an item may continue to be classed as a current item, this 
group of accounts will tend to lose its business significance. 
With r^ard to '' loans and bills," such a rule is laid down 
in the prescribed system of accounts. Obligations which 
mature more than a year from the date of their issue, 
are excluded from current accounts. In practice, this 
rule is not unf requently extended to cover all the primary 
accounts of this group, with the exception of " Materials 
and supplies." A healthy minded accountant will in- 
stinctively clear out of current assets and current liabil- 
ities any items of more than twelve months' standing. It 



GENERAL BALANCE SHEET ACCOUNTS 181 

is certainly bad business procedure to permit transactions 
which pertain to two or three years past, to be mixed up 
with current transactions. Large suspense accounts are 
the occasion of a just suspicion, even though they are 
properly classified on the balance sheet; but a suspense 
item in the records devised for current business is in- 
defensible. 

8, Materials and Supplies. Under this heading will be 
foimd the balance of the stores accounts on the date of 
the balance sheet statement. This set of account is 
usually kept separate from the other accounts, and is 
imder the immediate direction of an officer known as the 
''storekeeper.'^ In view of the large amounts of supplies 
used by operating railways, it may be found advanta- 
geous to buy materials in large quantities. The store- 
keeper is charged with such purchases as are turned over 
to him, and he takes credit when they are issued to any 
department of the railway service authorized to make 
requisition for supplies. The store keeper's books should 
show, day by day, the amount of materials and supplies 
on hand. It is this balance that is transferred to the 
balance sheet under the primary account '' Material and 
Supplies." 

The figure entered against this account is similar to 
other current assets in that it stands for transactions on 
their way towards cash. Although the materials and 
supplies on hand may be of such a character that they can 
be sold, from an operating point of view they are not 
capable of sale. The coal on hand, for example, was 
bought for the purpose of burning in the locomotives in 
order to earn revenue, by the transportation of passengers 
and freight. Its conversion into cash is through the proo- 
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668 of operation. The same is true of bolts for the shops, 
paint for bridges, parts for the repair of cars and locomo- 
tives, and all other materials charged to the storekeeper. 
It is in this sense that materials and supplies are current 
assets, but it should never be forgotten that they are con- 
vertable into cash only through the sale of traffic. 

One can not apply the twelve months' rule to this class 
of current assets. It should, of course, be the piupose of 
the purchasing agent to make purchases of materials and 
supplies in such quantities, and at such times, as to tie up 
the least possible amount of cash; but in view of threat- 
ened possible fluctuations of the market, conditions may 
arise which would justify a cash investment in certain 
kinds of materials which could not be worked out within 
a twelve months' period. The administration of the store- 
keeper's department is subject to business rules that per- 
tain to no other department of the railway service. The 
fact that the balance of the stores accounts, when trans- 
ferred to the balance sheet as a current asset, covers ma- 
terials carried in stock for two or three years, is not in 
itself a criticism of the purchasing agent. It is important, 
however, and it is the practice of well administered rail- 
ways, to make frequent inventories of the materials and 
supplies on hand, with the view of eliminating from this 
account the material that for any reason is worthless, and 
for the purpose of adjusting the storekeeper's balance 
to the current value of the stock actually on hand. An 
overstatement of materials and supplies results in an 
overstatement of the free surplus. 

4. Current Ldability Accounts. It is essential that any 
statement that aims to disclose the financial standing of a 
business at a given date must acknowledge, not only all 
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outstanding liabilities which have matured, but also the 
size to which accruing liabilities have grown. Literest, 
for example, if payable semi-annually, may not be due 
until thirty days after the date of the balance sheet state- 
ment, but it constitutes a liability equal to fivensixths 
of the amount which must ultimately be paid. The pri- 
mary account "Unmatured interest accrued" carries this 
Uability. The same is true of "Unmatured dividends 
declared," provided such dividends are not to be paid imtil 
after the first day after the date on which the balance 
sheet is closed. 

Under current liabilities are also included, interest, 
dividends, and funded debts which have matured, but 
which for any reason remain unpaid at the date of the 
balance sheet statement. The balance sheet statement 
must recognize all liabilities of every kind and sort in 
order to avoid an overstatement of the surplus. 

§ 54. Items Classed as ** Deferred " and '* Unad- 
justed." — The form of balance sheet used by American 
railways provides for two sets of general accounts, called 
respectively deferred assets and deferred liabilities, and 
unadjusted credits and tmadjusted debits. The text 
pertaining to these accounts may be found in Appendix C. 

It is a little diflScult to imderstand why "deferred as- 
sets" should be distinguished from "unadjusted debits," 
and that a similar distinction should be made on the 
credit side of the balance sheet. The most that can be 
said for this analysis is that it enables the separation of 
contracts and operating adjustments that pertain to dif- 
ferent interests of the same corporation, from contracts 
and operating adjustments between the corporation and 
outside interests. If this be all, the distinction is secured 
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at too great a price. It perverts the use of commonly ac- 
cepted accounting terminology. Accoimting rules which 
necessitate the classification of insurance premiums paid in 
advance, for example, as an unadjusted debit rather than 
as a deferred asset, are certainly unfortimate. Inasmuch, 
however, as the more significant of the primary accounts 
of which the prescribed balance sheet makes use are 
grouped under the titles "Unadjusted Debits," and "Un- 
adjusted Credits," these titles will be used in the com- 
ments that follow. 

Unadjusted Debits. Unadjusted debits cover fom: classes 
of entries: 

1. Payments made in advance of their maturity stand 
for an unadjusted debit, or, to use a phrase which will be 
accepted by many as more accmrate, a deferred asset. 
The pre-payment of an insurance premium, for example, 
when property is insured for three or five years, would be 
carried under unadjusted debits. By such a transaction, 
an available asset, such as cash, has been depleted for the 
purpose of making a payment that will not work itself 
out for three or five years. Inasmuch as one purpose of 
the balance sheet is to show the amount of the accumu- 
lated surplus for a definite financial period, it is essential 
that each of the three or five years covered by the in- 
surance payment should be made to bear its proper pro- 
portion of this amount. An entry of this sort on the 
balance sheet shows that the corporation is ahead on its 
expenditures just that much. 

2. The issue of securities at a discount is a transaction 
of the same sort, although in this case it is a question of 
credit rather than cash that is involved. A bond, for 
example, which sells for eighty, is entered on the credit 
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side of the balance sheet at its face value. The property 
investment as a balance sheet offset to this credit can be 
but 80% of the par value of the security. This means 
that a deficit appears on the debit side of the balance 
sheet. As a means of obviating such a statement, the 
management of the corporation recognizes the source of 
this deficit and, acknowledging the necessity of idtimately 
bringing the property investment up to the par value 
of the securities, enters the discount as an unadjusted 
debit item, to be written out of the accounts during the 
Ufe of the bond. Li a sense, therefore, this unadjusted 
item of discount on securities sold, is a recognition that 
the expansion of investments to the par value of securi- 
ties issued is a claim prior to the claim of the stockholders 
for dividends. The spreading of this claim over a series 
of years is for the convenience of administration, and 
should not bliu: the fact that, according to strict rules of ac- 
counting, the management is imder the necessity of placing 
100% of property back of 100% of securities. Meanwhile, 
the balance of unextinguished discounts on securities is 
carried on the balance sheet as an unadjusted debit item. 
S. The third class of unadjusted debits pertains to 
property abandoned when the abandonment is of such 
sort, and imder such conditions, as to require that it be 
written out of the accoimts by charges to operating ex- 
penses. The situation referred to has been sufficiently 
explained in connection with the analysis of additions 
and betterments. The reasoning is in general the same 
as that akeady applied to discoimts on securities. The 
property account, at one time, stood charged with a defi- 
nite piece of property which, because of necessary changes, 
is no longer used in the service of transportation. This 
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property, which at first stood back of securities, is now 
abandoned, and, except to the amount of salvage invdved, 
<^er8 no value for the support of securities. This dissipated 
value must be restored, and, until it is restored,«is prop^ly 
carried on the balance sheet as an unadjusted dd[)it. 

4' The fourth item of unadjusted debits pertains to 
seciuities issued or assumed, held in the treasury of the 
corporation or by its agents and trustees, whether pledged 
as collateral in the issue of new securities or unpledged. 

Unadjusted Credits. The discussion of unadjusted credits 
comes to be largely a discussion of reserves. Reserves 
are of three kinds, — ^insurance and casualty reserves, op&t- 
ating reserves, and depreciation reserves. 

i. The property of operating railways, as also th^ 
current revenues, is exposed to many casualties, for 
which a sound business management will make adequate 
preparation. This means that railways are obliged to pay 
for many kinds of insurance, such as fire, fidelity, boilers, 
casualties, burglaries, and other risks to which the prop- 
erty and surplus of a railway corporation are exposed. For 
small properties, it is usually cheaper to provide against 
these risks by payments of premiums to r^ularly organ- 
ized insurance companies; but in the case of large com- 
panies and great industries, it is frequently more econom- 
ical to carry self-insurance. 

This may be done by waiting until the casualty occurs, 
and then cliarging the loss which it occasions directly to 
operating expenses. Such a procedure, however, would 
not attain the result desired when regarded as a payment 
for insurance. Experience shows that fires, explosions, 
accidents, and other casualties do not occur with sufficient 
regularity and frequency, either to spread the loss which 
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they occasion equally between the revenues of successive 
financial periods, or between the different kinds of prop- 
erty or services which should be held Uable for making 
good a particular loss. Such being the case, large railway 
corporations not unfrequently adopt the practice of set- 
ting up insurance reserves. These reserves are created 
by charges to operating expenses or by appropriations 
from income or surplus; but, however created, this re- 
serve is made chargeable with all accident or casualty 
losses whenever such losses occur^ The primary account 
in the balance sheet entitled ''Insurance and casualty 
reserves" is provided to carry the balance in such re- 
serves on the date of the balance sheet statement. It is 
always intended that this balance should be a credit bal- 
ance, and for that reason no account is provided for a 
corresponding debit balance. Should it happen that the 
fiscal period closes with a debit balance in the insurance 
account, it could still be carried by the account under con- 
sideration, but as a minus credit. Insurance and casualty 
reserves are properly listed under tmadjusted credits. 

2. Operating reserves are the same in character as in- 
surance reserves. They are created by charges to op- 
erating expenses for certain classes of maintenance ex- 
penses, for personal injuries, for pa3rment of loss and 
damage claims, and for other similar purposes. Charges 
designed to raise reserves of this class are made regularly, 
from week to week or from month to month, the purpose 
being to equalize the burden of payments as between the 
several periods recognized by the accounts. 

Operating reserves should never show a large credit 
balance at the close of a fiscal period. Such a balance 
would indicate that the charges to operating expenses 
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for the purpose of creating such reserves had been excessive, 
and| consequently, that the current statement of net reve- 
nues from operations had been understated. This is an 
illustration of the necessity of looking beyond net revenues 
to the balance sheet entries, in order to determine whether 
or not current net revenues have been properly stated. 

S. Depredation Reserves. Depreciation reserves are 
created by current maintenance charges to operating 
expenses. They are a charge for maintenance over and 
above charges made for current repairs. It measiu'es, 
provided the accounts are accurately kept, the dissipation 
of assets which can only be restored at the time of the 
replacement of the units of the property which, in the 
course of operation, are retired. A large and constantly 
increasing balance in these accounts would indicate that 
the rate of depreciation charged in previous years had 
been too high. In appl3ring this rule, also, it should be 
held in mind that railway property may be operated at 
the maximum of safety and efficiency on about 80% of its 
original cost. This point has already been considered in 
the discussion of operating expenses. The point of present 
importance is, that the current balance in the depreciation 
accounts might stand permanently at 20% of the original 
cost of the property, without proving that previous 
charges for depreciation had been too high. As already 
observed, the diflfe^nce between the balance in these 
depreciation accounts recorded on the balance sheet, and 
the charges to the property accounts for the same class of 
property, will disclose the depreciated value of the prop- 
erty as used in the service of transportation. 

§ 56. The Corporate Surplus. — The final test of a 
well constructed and a well administered accounting 
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system, is found in the ease and certainty with which a 
corporate surplus may be determined and analyzed. This 
figure is cumulative from year to year. It stands for the 
aggregate undivided profit which accrues to the busi- 
ness from its inception to the date of the balance sheet. 

In the first place, it should be recognized that a surplus 
does not necessarily mean cash on hand, or the holding of 
quick or convertible assets. The surplus, or rather the 
asset that stands for the surplus, must, at some time in the 
history of the property, have passed through the cash 
account; but to the extent that cash has been used for 
the betterment of the business, or for the execution of an 
agreement with itself, it may be said to exist as a corpora- 
tion investment in the property. This being the case, 
the first step in the analysis of an accumulated surplus 
must be to separate convertible from inconvertible assets, 
so far as they are an offset to the surplus; or, to express 
this in another way, to separate the accumulated surplus 
into appropriated and tmappropriated surplus. 

Provision for this separation is made in the standard 
balance sheet by means of six primary accounts tmder the 
general account " Corporate Surplus.'' The balance sheet 
statement stands as follows: 

Corporate Surplus 

779. Additions to property through income and surplus. 

780. Funded debt retired. 

781. Sinking fund reserves. 

782. Miscellaneous fund reserves. 

783. Appropriated surplus not specially invested. 

Total appropriated surplus. 

784. Profit and loss — Balance. 

Total corporate surplus. 
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Primary accounts 779 and 780 stand for the amount 
of betterments to the property through the use made 
from year to year of the current surplus. The first named 
has to do with physical betterments, and the last to 
financial betterments. These are in no sense contractual 
appropriations. The Board of Directors, had it so chosen, 
might have distributed the surplus as a dividend to the 
stockholders, in which case it would have been necessary 
to sell new stock or issue new bonds to secure the funds 
for making the improvements. The fact of accounting 
significance is that the assets, whether physical or financial, 
for which the balance in these two accounts stands, may 
be traced through charges to income, made concurrently 
with credits to these accounts. In the case of additions 
to property, for example, primary account 779, the cor- 
responding charges will be foimd in primary accounts 554 
or 615. It thus becomes clear that the meaning of the 
appropriated surplus is to be found in the assets by which 
it is offset, and that the character of the assets is to be 
read from the charges to income or profit and loss made 
at the time the assets were created. Those assets which 
stand against the appropriated surplus may be as fixed, 
and as incapable of conversion into current funds, as those 
which stand back of capital liabilities in the form of stocks 
or bonds. 

Sinking fund reserves call for no special explanation. 
They cover all credits for appropriations of this class, 
whether held in general funds or specially set aside in the 
hands of trustees. Credits for this purpose are made con- 
currently with the changes that follow the appropriation 
of accruals in favor of the fund. The point is, that for 
the analysis of this balance, one must turn to the cor- 
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responding debit entries to be found in the income 
account. 

The last two of the accounts that together cover the 
appropriated surplus, pertain to miscellaneous transac- 
tions. The distinction between them is, that the second 
of these primary accounts covers credits "for which no 
specific investment or segregation of assets has been 
made." To the amount of the balance that at any time 
stands to the credit of this account, it is recognized that 
the corporation has assets that cannot readily be identified. 
The appropriated surplus is in excess of the surplus that 
can be readily traced. They are "somewhere in the prop- 
erty/' but are of such a sort that they are not available 
for dividends. It may perhaps be necessary to make 
provision for transactions of this sort; but, if so, the 
amount carried should be as small as possible. A large 
amount of assets that can not be s^regated through the 
record of the growth of the accimiulated surplus, like 
large suspense accounts extending over long periods, 
raises the suspicion of slipshod accounting. 

That portion of the accumulated surplus not covered 
by appropriations must be balanced by quick assets or by 
cash. If, upon examination, it is found that this is not the 
case, the abiUty of the accountant may properly be called 
in question. 

The railway accountant has not always been held 
responsible for an analysis of the surplus. Not many 
years ago, it was the common practice of American rail- 
ways to charge additions and betterments, and simUar 
improvements, to operating expenses. The result of such 
incomplete entries was to create a secret reserve; that 
is to say, an asset would be created, built out of current 
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profits, for which the business failed to take credit. This 
practice was changed by the revision of the accounts in 
1907 and 1908. With that change the analysis of the 
surplus forced itself on the attention of railway account- 
ants. The situation has been greatly improved, but much 
ranains yet to be done before one can gain from the records 
the correct meaning of the accumulated surplus. 
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maimer as to be readily accessible for examination by 
representatives of the Interstate Ck>mmerce Ck>mmission. 

1. Accounts fob Investment in Road and Equificbnt. — 
The accounts prescribed in this classification are designed to 
show the investment of the carrier in property devoted to trans- 
portation service. The carrier's investment in physical property 
other than transportation property is provided for in balance- 
sheet account No. 705, "Miscellaneous physical property/' 
The carrier means the accounting carrier, except when otherwise 
specifically indicated. The carrier's records shall be kept in 
such form that expenditures for additions and betterments may 
be reported separately from those for original road, original 
equipment, and road extensions, and shall show separately the 
expenditures under each authorized addition and betterment 
project. (See balancensheet account No. 701, "Investment in 
road and equipment," and No. 702, "Improvements on leased 
railway property.") 

2. Items to be Charged. — To these accounts shall be charged 
the cost of original road, original equipment, road extensions, 
additions, and betterments; also the estimated values at time 
of acquisition of right of way and other road and equipment prop- 
erty donated to the carrier, except that unless authorized by the 
Commission no charges shall be made to these accounts after 
July 1, 1914, for donations received previously to that date. 
Applications to the Commission for including such items in the 
road and equipment accounts shall contain full information 
concerning the source and character of the donations. 

If the total cost of additions and betterments to any class of 
equipment, or any class of fixed improvements (except tracks), 
under a general plan, considered as a whole, is less than 1200, 
the option may be exercised of charging the amount expended 
to the appropriate account in Operating Expenses. This rule 
is not to be construed as authorizing the parceling of expendi- 
tures in order to bring them within this limit. 

Construction includes all processes connected with the ao- 
qmsition and construction of original road and equipment, road 
extensions, additions, and betterments. 
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Original road means the land and fixed improvements pro- 
vided and arranged for in the original plan for the construction 
of a new road. When the acquisition of any such fixed improve- 
ments under the original plan is deferred, such improvements, 
when acquired, shall be considered as additions. Original road 
shall not be construed to include fixed improvements which 
under the original plans for the road, it is proposed to substitute 
at some time subsequent to the beginning of commercial opera- 
tions for the improvements originally installed and used for trans- 
portation operations, such as steel bridges substituted for trestles. 

Original equipment means equipment provided and arranged 
for under the original plan for the construction of a new road. 
When the acquisition of such equipment under the original plan 
is deferred, such equipment, when acquired, shall be considered 
as additions. 

Road extensions mean the land and fixed improvements pro- 
vided and arranged for in the original plan for the construction 
of extensions of existing main lines, additional branch lines, 
and extensions of existing branch lines. When the acquisition 
of any such fixed improvements under the original pUm is de- 
ferred, such improvements, when acquired, shall be treated as 
additions. Road extensions shall not be construed to include 
fixed improvements which under the original plans for the ex- 
tensions it is proposed to substitute, at some time subsequent 
to the beginning of commercial operations, for the improvements 
originally installed and used for transportation in connection 
with commercial operations, such as steel bridges substituted for 
trestles. 

Equipment means the rolling stock, boats, highway vehicles, 
horses, and harness devoted to transportation service, the cost 
of which is includible in the equipment accounts. 

Fixed improvements means structures which are fixed as to 
location, such as tuimels, bridges, buildings, earthworks, etc. 

Additions are additional facilities, such as additional equip- 
ment, tracks (including timber and mine tracks), buildings, 
bridges, and other structures; additions to such facilities, such 
as extensions to tracks, buildings, and other structures; addi- 
tional ties laid in existing tracks; and additional devices applied 
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to facilities, such as air brakes applied to care not previooB^ 
thus equipped. When property, such as a section of rood, tnek, 
unit of equipment, shop or power plant machine, building, or 
other structure, is retired from service and replaced with prop- 
erty of like purpose, the newly acquired property ahaOy for the 
purpose of this classification, be considered as an additicm, and 
the cost thereof accounted for accordingly. (See section 7.) 
If, however, the property retired and replaced is of minor im- 
portance, such as a small roadway building or other stnieturey 
and is replaced in kind without betterment, the coet of the re- 
placement shall be charged to Operating Expenses, and no 
adjustment made in the road and equipment accounts. 

BeUermerUs are improvements of existing facilities throu^ 
the substitution of superior parts for inferior parts retired, such 
as the substitution of steel-tired wheels for cast wheels under 
equipment, the application of heavier rail in tnufa, and the 
strengthening of bridges by the substitution of heavier mem- 
bers. The cost chargeable to the accounts of this daasificatiaQ 
is the excess cost of new parts over the cost at current prices of 
new parts of the kind retired. (See section 12.) 

Costs shall be actual money costs to the carrier. Where a 
portion of tlie funds expended by the carrier has been obtained 
through donations by States, municipalities, individuals, or 
others, no deductions on account of such donations shall be 
made in stating the costs. Contributions for joint expenditures 
should not be considered as donations. The carrier's proportion 
only of the cost of joint projects, such as construction of jointly 
owned tracks and elimination of highway crossings at joint ex- 
pense, shall be included in these accounts. 

3. Basis of Charges. — ^The charges to the accounts of this 
classification shall be based upon the cost of the property ao- 
(luired. When the consideration given for the purchase or the 
iinprovement of property the cost of which is chargeable to the 
accounts of this classification is other than money, the mon^ 
value of the consideration at the time of the transaction shall 
iKi charged to these account^s, and the actual consideration shall 
be described in the record in sufficient detail to identily it 
The carrier shall be prepared to furnish the Commissiony upon 
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demand, the particulars of its determination of the actual cash 
value of the consideration, if other than money. 

4. Cost of Construction. — It is intended that the accounts 
for fixed improvements and equipment shall include the cost of 
construction of such property. The cost of construction shall 
include the cost of labor, materials and supplies, work-train 
service, special machine service, transportation, contract work, 
protection from casualties, injuries and damages, privil^;es, and 
other analogous elements in connection with such work. The 
several items of cost here referred to are defined as follows: 

(a) Cost of labor includes the amount paid for labor expended 
by the carrier's own employees, including the cost of labor ex- 
pended for preliminary work, such as sinking test holes or mak- 
ing soundings for tunnels, grading, buildings, and other struc- 
tures; and cost of labor expended in laying and taking up tracks 
for temporary use in construction, except the cost of labor ex- 
pended on tracks provided for the protection of traffic during 
the progress of addition and betterment work. Office expenses 
and traveling and other personal expenses of employees, when 
borne by the carrier, shall be considered a part of the cost of the 
labor, as shall also the cost of fidelity bonds and employers' 
liability insurance premiums. When officers or employees are 
specially assigned to construction work, their pay and their 
traveling and incidental expenses while thus engaged shall be 
included in the cost of the work. No charge shall be made 
against road and equipment accounts for the pay of officers who 
merely render services incidentally in connection with exten- 
sions, additions, or betterments, although traveling and inci- 
dental expenses incurred by such officers solely on account of 
such work shall be included in the account to which the cost of 
the work is chargeable. 

(6) Cost of viaieriah and supplies includes the purchase price 
of materials and supplies, including small tools, at the point of 
free delivery, plus the costs of inspection and loading assumed by 
the carrier; also a suitable proportion of store expenses. (See 
special instructions for operating expense accounts, sections 16 
and 17.) In calculating the cost of materials used, proper al- 
lowance shall be made for the value of unused portions and of 
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to facilities, such as air brakes applied to cars not previously 
thus equipped. When property, such as a section of road, track, 
unit of equipment, shop or power plant machine, building, or 
other structure, is retired from service and replaced with prop- 
erty of like purpose, the newly acquired property shall, for the 
purpose of this classification, be considered as an addition, and 
the cost thereof accounted for accordingly. (See section 7.) 
If, however, the property retired and replaced is of minor im- 
portance, such as a small roadway building or other structure, 
and is replaced in kind without betterment, the cost of the re- 
placement shall be charged to Operating Expenses, and no 
adjustment made in the road and equipment accounts. 

BeUermenta are improvements of existing facilities through 
the substitution of superior parts for inferior parts retired, such 
as the substitution of steel-tired wheels for cast wheels under 
equipment, the application of heavier rail in tracks, and the 
strengthening of bridges by the substitution of heavier mem- 
bers. The cost chargeable to the accounts of this classification 
18 the excess cost of new parts over the cost at current prices of 
new parts of the kind retired. (See section 12.) 

Costs shall be actual money costs to the carrier. Where a 
portion of the funds expended by the carrier has been obtained 
through donations by States, municipalities, individuals, or 
others, no deductions on account of such donations shall be 
made in stating the costs. Contributions for joint expenditures 
should not be considered as donations. The carrier's proportion 
only of the cost of joint projects, such as construction of jointly 
owned tracks and elimination of highway crossings at joint ex- 
pense, shall be included in these accounts. 

3. Basis of Charges. — ^The charges to the accounts of this 
classification shall be based upon the cost of the property ac- 
quired. When the consideration given for the purchase or the 
improvement of property the cost of which is chargeable to the 
accounts of this classification is other than money, the money 
value of the consideration at the time of the transaction shall 
be charged to these accounts, and the actual consideration shall 
be described in the record in sufficient detail to identify it. 
The carrier shall be prepared to furnish the Commission, upon 
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demand, the particulars of its determination of the actual cash 
value of the consideration, if other than money. 

4. Cost op Construction. — It is intended that the accounts 
for fixed improvements and equipment shall include the cost of 
construction of such property. The cost of construction shall 
include the cost of labor, materials and supplies, work-train 
service, special machine service, transportation, contract work, 
protection from casualties, injuries and damages, privil^;es, and 
other analogous elements in connection with such work. The 
several items of cost here referred to are defined as follows: 

(a) Cost of labor includes the amount paid for labor expended 
by the carrier's own employees, including the cost of labor ex- 
pended for preliminary work, such as sinking test holes or mak- 
ing soundings for tunnels, grading, buildings, and other struc- 
tures; and cost of labor expended in laying and taking up tracks 
for temporary use in construction, except the cost of labor ex- 
pended on tracks provided for the protection of traffic during 
the progress of addition and betterment work. Office expenses 
and traveling and other personal expenses of employees, when 
borne by the carrier, shall be considered a part of the cost of the 
labor, as shall also the cost of fidelity bonds and employers' 
Uability insurance premiums. When officers or employees are 
specially assigned to construction work, their pay and their 
traveling and incidental expenses while thus engaged shall be 
included in the cost of the work. No charge shall be made 
against road and equipment accounts for the pay of officers who 
merely render services incidentally in connection with exten- 
sions, additions, or betterments, although traveling and inci- 
dental expenses incurred by such officers solely on account of 
such work shall be included in the account to which the cost of 
the work is chargeable. 

(6) Cost of materiala and supplies includes the purchase price 
of materials and supplies, including small tools, at the point of 
free delivery, plus the costs of inspection and loading assumed by 
the carrier; also a suitable proportion of store expenses. (See 
special instructions for operating expense accounts, sections 16 
and 17.) In calculating the cost of materials used, proper al- 
lowance shall be made for the value of unused portions and of 
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manner as to be readily accessible for examination by 
representatives of the Interstate Commerce Ck>mmission. 

1. Accounts fob Investment in Road and Equificbnt. — 
The accounts prescribed in this classification are designed to 
show the investment of the carrier in property devoted to trans- 
portation service. The carrier's investment in physical property 
other than transportation property is provided for in balance- 
sheet account No. 705, "Miscellaneous physical property.'' 
The carrier means the accounting carrier, except when otherwise 
specifically indicated. The carrier's records shall be kept in 
such form that eacpenditures for additions and betterments may 
be reported separately from those for original road, original 
equipment, and road extensions, and shall show separately the 
e3q)enditures under each authorized addition and betterment 
project. (See balancensheet account No. 701, "Investment in 
road and equipment," and No. 702, "Improvements on leased 
railway property.") 

2. Items to be Charged. — To these accounts shall be charged 
the cost of original road, original equipment, road extensions, 
additions, and betterments; also the estimated values at time 
of acquisition of right of way and other road and equipment prop- 
erty donated to the carrier, except that unless authorized by the 
Conmussion no charges shall be made to these accounts after 
July 1, 1914, for donations received previously to that date. 
Applications to the Conmiission for including such items in the 
road and equipment accounts shall contain full information 
concerning the source and character of the donations. 

If the total cost of additions and betterments to any class of 
equipment, or any class of fixed improvements (except tracks), 
under a general plan, considered as a whole, is less than 1200, 
the option may be exercised of charging the amount expended 
to the appropriate account in Operating Expenses. This rule 
is not to be construed as authorizing the parceling of expendi- 
tures in order to bring them within this limit. 

Construction includes all processes connected with the ac- 
quisition and construction of original road and equipment, road 
exteDsions, additions, and betterments. 
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shall be included in account No. 43, "Other expenditures — 
Road." Amounts thus charged for transportation in trans- 
portation service trains over the carrier's line shall be credited to 
operating expense general account VIII, Transportation for 
Investment — Cr. 

(/) Cost of contract work includes amounts paid for work per- 
formed under contract by other companies, firms, or individuals, 
and costs incident to the award of the contract. 

ig) Cost of protection from casuaUies includes expenditures 
for protection against fire, such as payments for discovery or 
extinguishment of fires, cost of detecting and prosecuting incen- 
diaries, witness fees in relation thereto, amounts paid to mu- 
nicipal corporations and others for fire protection, and other 
analogous items of expenditure in connection with construction 
work. 

(h) Cost of injuries and damages includes expenditures on 
account of injuries to persons or damage to property when in- 
cident to construction projects, and shall be included in the * 
cost of the work in connection with which the injury or damage 
occurs. It also includes that portion of premiums paid for in- 
suring property applicable to the period prior to the completion 
or coming into service of the property insured. Insurance re- 
covered on account of compensation paid for injuries to persons 
incident to construction shall be credited to the accounts to 
which such compensation is charged, and insurance recovered 
on account of damages to property incident to construction 
shall be credited to the accounts chargeable with the expendi- 
tures necessary for restoring the damaged property. The cost 
of injuries and damages incident to the removal of old struc- 
tures, or parts thereof, shall be charged to Operating Expenses 
or Profit and Loss, as may be appropriate, except that such 
costs in connection with the removal of old structures which 
are incumbrances on newly acquired lands shall be included in 
account No. 2, "Land for transportation purposes," or No. 3, 
"Grading," as may be appropriate. (See sections 7 and 8.) 

(t) Cost of privileges includes compensation for temporary 
privileges, such as the use of public property or streets, in corh 
nection with the construction of the property of the carrier. 
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cuttings, tumingB, borings, etc.; for the value of the material 
recovered from temporary tracks, scaffolding, cofferdams, and 
other temporary structures used in construction; and for the 
value of small tools recovered and used for other purposes. 

(c) Cost of worhAraxn service includes amounts paid to others 
for rent and maintenance of the equipment used; cost of labor 
of enginemen, trainmen, and enginehouse men, including the 
wages of engine crews and train crews held in readiness for such 
service; and the cost of fuel and other supplies consumed in 
connection with the operation of work trains. It shall also in- 
clude the cost of maintaining the carrier's own equipment while 
used in construction service and a fair rent for such equipment 
M^e so used. Amounts charged for rent of such equipment 
used in construction shaU concurrently be credited to the ap- 
propriate income account for hire of equipment. No "rent" 
or return upon the investment in such equipment shall be charged 
for the use of equipment acquired with the proceeds of securities 
sold, when the interest upon such securities is charged to the 
accounts of this classification. 

(d) Coat of special machine service includes the cost of labor 
e3cpended and of materials and supplies consumed in maintain- 
ing and operating steam shovels, scrapers, rail unloadera, ballast 
unloaders, pile drivers, dredges, ditchers, weed burners, and 
other labor-saving machines; also rents paid for use of such 
machines. (See Note A under account No. 37, "Roadway ma- 
chines,'' and text of general account II, Equipment, seventh 
paragraph.) 

(e) Cost of transportation includes the amounts paid to other 
companies or individuals for the transportation of men, ma- 
terials and supplies, special machine outfits, appliances, and 
tools in connection with construction. Freight charges paid 
foreign lines for the transportation of construction material to 
the carrier's line shall be included, so far as practicable, as a 
part of the cost of the material, when such charges are borne by 
the carrier. A fair allowance representing the expense to the 
carrier of such transportation in transportation service trains 
over the carrier's own line also shall be included. When the 
cost of such transportation is not assignable to specific work, it 
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shall be included in account No. 43, ''Other expenditi 
Road." Amounts thus charged for transportation in trans- 
portation service trains over the carrier's line shall be credited to 
operating expense general account VIII, Transportation for 
Investment — Cr. 

(/) Cost of contract work includes amounts paid for work per- 
formed under contract by other companies, firms, or individuals, 
and costs incident to the award of the contract. 

{g) Cost of protection from casuaUies includes expenditures 
for protection against fire, such as payments for discovery or 
extinguishment of fires, cost of detecting and prosecuting incen- 
diaries, witness fees in relation thereto, amounts paid to mu- 
nicipal corporations and others for fire protection, and other 
analogous items of expenditure in connection with construction 
work. 

{h) Cost of injuries and damages includes expenditures on 
account of injuries to persons or damage to property when in- 
cident to construction projects, and shall be included in the 
cost of the work in connection with which the injury or damage 
occurs. It also includes that portion of premiums paid for in- 
suring property applicable to the period prior to the completion 
or coming into service of the property insured. Insurance re- 
covered on account of compensation paid for injuries to persons 
incident to construction shall be credited to the accounts to 
which such compensation is charged, and insurance recovered 
on account of damages to property incident to construction 
shall be credited to the accounts chargeable with the expendi- 
tures necessary for restoring the damaged property. The cost 
of injuries and damages incident to the removal of old struc- 
tures, or parts thereof, shall be charged to Operating Expenses 
or Profit and Loss, as may be appropriate, except that such 
costs in connection with the removal of old structures which 
are incumbrances on newly acquired lands shall be included in 
account No. 2, "Land for transportation purposes," or No. 3, 
''Grading," as may be appropriate. (See sections 7 and 8.) 

(t) Cost of privileges includes compensation for temporary 
privileges, such as the use of public property or streets, in corh 
nection with the construction of the property of the carrier. 
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5. Excavated Materlu.— The caet of flwi M wing of BMtaid 
excavated in oonnection with coztstnictioD shmll be cxmndend 
as a part of the cost of the work, except that when sodi makrU 
is ifi«d for filling, the cost of removal and diimping dnO be 
equitably apportioned between the work in eoonedaoQ with 
wfaidi the removal occurs and the work in connrrtino with 
which the material is used. 

6. Items TO BE Credited. — ^To these accounts shftD be credited 
the ledger value of property retired. 

Ledger mlue of property is the value at whidi the projptsrty tb 
carried in the {Hoperty investmoit account in the geneiml ledger 
of the carrier. In case the \'alue of any item of |jn>perty is not 
shown separately in the ledger the ledger value of that item 
shall be its laopwtionate share of the ^-alue of the entize poop 
in whidi the particular prDperty is included. 

Froperty retired means property which is sold, ahundoned, 
demolished, or otherwise withdrawn from transpoitalioQ aervioe. 

Saltage from retired property is the value of material recovered 
from property retired. When such material is retained and 
again used by the canier. the \'alue shall be computed upon the 
basis of fair prices for the n:sterial in its condition as rec o vered. 
When such material is sold, the net proceeds of the sale shall be 
considered as the x-alue of the material. 

7. Property Retired and Repriced. — ^When a unit off pit^ 
erty other than land or equipment — such as a section of toad, 
side or yard track, shop or pK>wer plant machine, building, or 
other structure — is retired from ser\-ioe and rep>laced with prop- 
erty of like pi:rpo?e. the lediier \-ahwLe of the retired fvoperty 
shall be credited to the sr»;^rv»phate accounts of this dassifica- 
tion it the time that the pn."^p^rty is retired from service. 
The amount of this credit shall b« chaziged ccncunentfy as 
follows: 

An amount equal to the credit balance in the accrued depie^ 
ciation balance-sheet account with respect to the property 
thus retired shall be charged to that account and the remainder 
^less sah-age and insurance reco\-ered. if any^. together with the 
ca?t of demolishing the pn."»p*?rtY, if demolished by or for the 
carrier. sluJl be chained to the accounts in Openiing 
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appropriate for the cost of repairs of the property before retire- 
ment. The accounting for the salvage shall be in accordance 
with the disposition made of the material recovered. 

If, however, the property retired and replaced with property 
of like purpose is of minor importance, such as a small roadway 
building or other small structure, and is replaced in kind with- 
out betterment, the cost of the replacement shall be charged 
to operating expense accounts, and no adjustment made in the 
road and equipment accounts. 

If so authorized by the Interstate Commerce Commission, 
the carrier may charge to Profit and Loss any extraordinarily 
large item representing the cost of property retired and replaced, 
instead of charging such item to Operating Expenses. The 
carrier shall file with the Commission a statement of the cost 
and a description of the property retired and the reasons which, 
in its judgment, indicate the propriety of charging the cost of 
such property to Profit and Loss. 

The provisions of this section are applicable in accounting (at 
the time of retirement) for the cost of property abandoned, 
even though the new property has been actually installed pre- 
viously to the date of the demolishment of the abandoned prop- 
erty. 

When the renewals to be made to an important building or 
other structure will constitute the major portion of its value 
when renewed, the property, when taken out of service, shall 
be considered as retired and accounted for as provided above, 
and for the purposes of this classification the renewed property 
shall be considered as an addition, and the appraised cost thereof 
shall be included in the accounts of this classification, considera- 
tion being given to the secondhand portions remaining therein. 
In no case shall the charge for the renewed property exceed the 
cost (at current market prices of labor and material) of new 
property of equal capacity and equal expectation of life in serv- 
ice, less a suitable allowance on account of the secondhand 
parts remaining therein. 

8. Property Retired and not Replaced. — ^When a unit of 
property other than land or equipment — such as a section of 
road, side or yard track, shop or power plant machinei building, 
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5. Excavated Material.— The cost of disposing of material 
excavated in connection with construction shall be considered 
as a part of the cost of the work, except that when such material 
is used for filling, the cost of removal and dumping shall be 
equitably apportioned between the work in connection with 
which the removal occurs and the work in connection with 
which the material is used. 

6. iTEMSTOBECnEDrrED. — ^To thesc accoimts shall be Credited 
the ledger value of property retired. 

Ledger valve of property is the value at which the property is 
carried in the property investment account in the general ledger 
of the carrier. In case the value of any item of property is not 
shown separately in the ledger the ledger value of that item 
shall be its proportionate share of the value of the entire group 
in which the particular property is included. 

Property retired means property which is sold, abandoned, 
demolished, or otherwise withdrawn from transportation service. 

Salvage from retired property is the value of material recovered 
from property retired. When such material is retained and 
again used by the carrier, the value shall be computed upon the 
basis of fair prices for the material in its condition as recovered. 
When such material is sold, the net proceeds of the sale shall be 
considered as the value of the material. 

7. Property Retired and Replaced. — When a unit of prop- 
erty other than land or equipment — such as a section of road, 
side or yard track, shop or power plant machine, building, or 
other structure — is retired from service and replaced with prop- 
erty of like purpose, the ledger value of the retired property 
shall be credited to the appropriate accounts of this classifica- 
tion at the time that the property is retired from service. 
The amount of this credit shall be charged concurrently as 
follows: 

An amoimt equal to the credit balance in the accrued depre- 
ciation balance-sheet account with respect to the property 
thus retired shall be charged to that account and the remainder 
(less salvage and insurance recovered, if any), together with the 
cost of demolishing the property, if demolished by or for the 
carrier, shall be charged to tiie accounts in Operating Expenses 
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appropriate for the cost of repairs of the property before retire- 
ment. The accounting for the salvage shall be in accordance 
with the disposition made of the material recovered. 

If, however, the property retired and replaced with property 
of like purpose is of minor importance, such as a small roadway 
building or other small structure, and is replaced in kind with- 
out betterment, the cost of the replacement shall be charged 
to operating expense accounts, and no adjustment made in the 
road and equipment accounts. 

If so authorized by the Interstate Commerce Ck)nmii8sion, 
the carrier may charge to Profit and Loss any extraordinarily 
large item representing the cost of property retired and replaced, 
iastead of charging such item to Operating Expenses. The 
carrier shall file with the Commission a statement of the cost 
and a description of the property retired and the reasons which, 
in its judgment, indicate the propriety of charging the cost of 
such property to Profit and Loss. 

The provisions of this section are applicable in accounting (at 
the time of retirement) for the cost of property abandoned, 
even though the new property has been actually installed pre- 
viously to the date of the demolishment of the abandoned prop- 
erty. 

When the renewals to be made to an important building or 
other structure will constitute the major portion of its value 
when renewed, the property, when taken out of service, shall 
be considered as retired and accounted for as provided above, 
and for the purposes of this classification the renewed property 
shall be considered as an addition, and the appraised cost thereof 
shall be included in the accounts of this classification, considera- 
tion being given to the secondhand portions remaining therein. 
In no case shall the charge for the renewed property exceed the 
cost (at current market prices of labor and material) of new 
property of equal capacity and equal expectation of life in serv- 
ice, less a suitable allowance on account of the secondhand 
parts remaining therein. 

8. Property Retired and not Replaced. — ^When a unit of 
property other than land or equipment — such as a section of 
road, side or yard track, shop or power plant machinei building, 
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or other structure — is retired from service and not replaced, the 
ledger value shall be credited to the appropriate property ac- 
counts at the time that the property is retired from service. 
The amount of this credit shall be concurrently charged as 
follows: 

An amount equal to the credit balance in the accrued depre- 
dation balance-sheet account with respect to the property thus 
retired shall be charged to that account, and the remainder (less 
salvage and insurance recovered, if any), together with the 
cost of demolishing the property if demolished by or for the ac- 
count of the carrier, shall be charged to the appropriate profit 
and loss account. The accounting for the salvage shall be in 
accordance with the disposition made of the material re- 
covered. 

9. Equipment Rettbed. — ^The instructions for accounting 
for equipment retired are contained in the text of the general 
account II, Equipment. 

10. Land Retibed. — ^When any land, the cost of which is 
included in the acooimts of this classification, is retired, the 
ledger value shall be credited to account No. 2, ''Land for trans- 
portation purposes." If the land is retained by the carrier, its 
estimated value shall be charged to balance-sheet account No. 
705, "Miscellaneous physical property," the necessary adjust- 
ment of the difference between the ledger value and the esti- 
mated value on account of the loss in the property due to its 
retirement from transportation service shall be made through 
Profit and Loss. If sold, the difference between the ledger value 
credited to account No. 2 and the amount received for the land 
shall be adjusted in Profit and Loss. 

11. Adjustments for Converted Property. — ^When prop- 
erty, such as a unit of equipment, a building, or other facility of 
one class, is converted into property of another class, so that 
the amount of investment in such property must be transferred 
from one account of this classification to another, the ledger 
value shall be credited to the appropriate road and equipment 
account. Proper account shall be taken of any salvage recovered 
in the process of conversion. The amount of the balance in the 
accrued depreciation balance-sheet account^ with respect to 
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the property thus converted, shall be charged to that account 
The appraised cost of the property converted (consideration 
being given to the secondhand portions remaining therein) shall 
be included in the appropriate account of this classification. 
The charge for the converted property in no case shall exceed 
the cost (at current market prices of labor and material) of new 
property of equal capacity and equal expectation of life in serv- 
ice, less a suitable allowance on account of the secondhand 
portions remaining therein. The ledger value of the property 
before conversion, plus the cost of conversion, less the sum of 
the estimated value of the property as converted, the amounts 
charged to accrued depreciation accounts, and the salvage re- 
covered, shall be charged to the operating expense accounts ap- 
propriate for the costs of repairs of the fixed improvements or 
for the retirement of equipment before conversion. 

12. Expenses in CoNNEcnoN with AnDrnoNS and Betteb- 
MENTS. — ^The cost of removing old material from equipment 
and from buildings, bridges, wharves, tracks, and other fixed 
improvements, shall be charged to the appropriate operating 
expense accounts. Such charges shall include the cost of remov- 
ing old foundations and filling old excavations, and restoring 
condition of grounds after addition and betterment work; re- 
arranging or relocating existing tracks; relocating telegraph and 
telephone poles or lines, fences, track and other signals, build- 
ings, bridges, trestles, culverts, and other structures, and farm 
and highway crossings, including crossing gates and alarms, 
when the provisions of section 8 of these instructions are not 
applicable; and maintaining or protecting traffic during the 
progress of addition and betterment work, including the cost of 
constructing, maintaining, and removing temporary tracks 
required for maintaining traffic during the progress of the 
work. 

13. Interpretation op Item Lists. — ^Lists of "items," 
"details,'' etc., have been given as a part of this classification 
for the purpose of clearly indicating the application of the ac- 
counting rules in specific cases. The lists in every case are to 
be considered as merely representative, and not as excluding 
from any accoimt analogous items ^i^ch happen to be omitted 
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from the list appended. On the other hand, the appearance of 
an item in a list warrants the inclusion of the item in the account 
concerned only ^idien the text of the account also indicates in- 
duaion, inasmuch as the same item frequently appears in more 
than one list. The item of boilers, for example, will be found 
under accounts Nos. 18, 27, 37, 44, and 45, and the proper charge 
in any one instance must be determined by the text of the ac- 
count. 

14. Submission of Questions.— To the end that uniformity 
of accounting may be maintained from year to year, carriers 
shall submit all questions of doubtful interpretation of the 
accounting rules to the Ck)mmia8ion for consideration and 
decision. 



TEXT PERTAINING TO ACCOUNTS FOR IN- 
VESTMENT IN ROAD AND EQUIPMENT 

L ROAD. 

The several primary accoimts included in this general account 
are designed to show the cost of land, fixed improvements, and 
roadway machines and tools owned by the carrier and devoted 
to transportation service. 

1. ENGINEERING. 

This account shall include the pay and expenses of engineers, 
assistants, and clerks engaged in the survey and construction 
of new lines and extensions, or in making additions to and better- 
ments of the carrier's road, including wharves and docks. 

LIST OF OFFICBBS AND BMPLOTSSS 

(See general izxstructionfl, section 13) 

Chief engineer. Transitmen. 

Aflsistant engineers. Leveimen. 

Bridge engineer. Rodmen. 

Signal engineer. Chainmen. 

Architects. Azmen. 

Chief clerk. Messengers. 

Draftsmen. Cooks on business cars. 

Clerks. Porters on business oars. 
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ITBMS or BXPaNSB AND SUPPLIIS 

(See geaeral instructions, section 13) 



Atlases and maps. 
Axes. 

Barometers. 
Books for office use. 
Boxes for materials and instru- 
ments. 
Business car service. 
Cameras. 
Camp equipage. 
Chains for surveyors. 
Compasses. 
Curves. 

Drawing boards. 
Drawing instruments. 
Field glasses. 
Field notebooks. 
Furniture repairs and renewals. 
Hatchets. 

Heating and lighting. 
Levels. 
Magnets. 
Magnifiers. 
Marking chalk. 
Official train service. 
Oilstones. 
Paper, blue-print. 
Parallel rules. 

Periodicals and newspapers. 
Photographic supplies. 
Plane tables. 
Planimeters. 



Plummets. 

Printing and stationery. 

Protractors. 

Provisions for business oars. 

Ranging poles. 

Reading glasses. 

Rent of offices. 

Repairs of rented offices. 

Rods for surveyors. 

Scales. 

Section liners. 

Sextants. 

Slide rules. 

Stakes. 

Straightedges. 

Tally registers. 

Tape lines. 

Tee-squares. 

Telegraph service. 

Telephone service. 

Telescopes. 

Thermometers. 

Thumb tacks. 

Tracing linen. 

Transits. 

Traveling expenses. 

Traverse tables. 

Triangles. 

Tripods. 

Verniers. 

Water and ice. 



NoTB A. — When employees designated above are engaged in the 
maintenance of the road, their pay and expenses while thus employed 
shall be charged to Operating Ebcpenses. 

Note B. — Expenditures for tentative or preliminary surveys shall 
be carried in a suspense account until it is determined whether or not 
to continue the work. If the project is continued, expenditures for all 
surveys in connection therewith shall then be transferred to this ac- 
count, and, if abandoned, to Operating Expenses, Income, or Profit and 
Loss, as may be appropriate. 

Note C. — ^The cost of designing, making plans and specifications, 
and supervising the construction of equipment shall be included in the 
cost of the equipment. 

NoTB D. — The cost of stationery and printing supplies used for ao- 
counting purposes in connection with engineering work shall be included 
in account No. 74, "Stationery and printing," when not directly as- 
signable to specific road or equipment accounts. 

NoTB E. Fees and expenses of architects specially employed for de- 
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rigrfag or lup wf irfm the oomrtnietioo of bqlldingi AaXL be inaiudad In 

^^ m^tff^fiqtk'^ ^ piiwprU i tft ffff thft unit of thw Jr^^^'^g i fHToitHictod- 

2. LAND FOR TRANSPORTATION PURPOSES. 

TbiB aooount ahaU indnde the cost ci land ol neooBsary width 
acquired for roadway; the ooat of land for atataon, office, ahop, 
and other grounds; for ingreaa to or esresa from auch grounds; 
for borrow pits, waste banks, snow fences, sand fences, and 
other railway appurtenanoea; and for storage ol material ad- 
joining the ri^t of way; the cost of land for wharves and docks 
and the cost ol riparian or water ri^ts necessary therefor; the 
cost ol removing from the rj^t ol way and locating elsewhere 
the p rope rly ol others, and the cost ol the necessary land for 
rdoeation ol the property, when such costs are assumed by the 
aoooonting carrier. 

The carrier's records shaD be kept in such manner as to show 
sepaiatdy the cost of land purchased by it and the estimated 
values at time of aoquisiticm ol lands donated. 

Phweeds from the sale of timber or of improvements pur- 
diased with ri^t of way, less any cost ol removal, shall be 
credited to this account. 



mm OF ■xPBNaa 



(See general inftruotions, eeotion 13) 



Absliaete. 

Appcaieels. 

Arbitraton In ocmdemnation caaee. 

OommiMiona paid to othara. 

Condemnation expeneea. Including 

eoort ooata and apMial oounael 

faaa. 
Damagea to property of othera. 
.Defaned payments for right of 

way. 
Dttebea for waterwaya when part 

of consideration. 
Jndgmenta and decreed ooata to 

dear or defend titlea. 
Notarial f I 



puts. 

Premiums on condemnation bonds. 

Recording deeds. 

Payments for relinquishment of 
cattle passes and other rights. 

Removal and relocation of build- 
ings and other structures not 
purchased. 

Rent of land when part of con- 
skleration for purchase. 

Right-of-way agents' compensa- 
tion (engaged solely in acquiring 
right of way). 

Tazea accrued and assumed at 
time of purchase. 



Nora.— The ooat of land acquired in ezcees of that necessary for trans- 
portation operatkoa shall be Induded in balance-sheet account No. 706» 
** Mi sc ell s n eous pliyalcal pr opert y ." When the purchase of land acquired 
for tnmqixirtatkm operationa involvea the pordiase of land not used for 
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each purposes the charges to this account shall be based upon the esti- 
mated cost of only that portion which is used for such purposes, and the 
cost of the remaining land shall be included in account No. 705, "Mis- 
cellaneous phjrsical property." 



3. GRADING. 

This account shall include the cost of clearing and grading 
the roadway, and of constructing protection of a permanent 
character for the roadway, tracks, embankments, and cuts. 

When a part of a bridge or trestle, or the entire structure, is 
converted by filling into an earth embankment, and the bridge 
is used in lieu of a temporary trestle for the purpose of filling, 
the estimated cost of such temporary trestle shall be included in 
the cost of the filling, and charged to this account. (See Note A, 
under account No. 6, "Bridges, trestles, and culverts.") 

When a tunnel is converted into an open cut, the oost of 
clearing, grubbing, and excavating shall be included in this 
account. 



DETAILS OF ROADBED AND rrSMS OF EXPENSE 

(See general instructions, section 13) 



Advertising for contractors' bids. 

Berm ditches. 

Blasting. 

Breakwaters. 

Bulkheading. 

Clearing land. 

Cribbing. 

Ditches (not required by right-of- 
way agreement). 

Dressing slopes. 

Excavation for conversion of tun- 
nels into open cuts. 

Filling bridges, trestles, and cul- 
verts. 

Grading outfits. 

Grubbling land. 



Material taken from borrow pits. 
Operation of steam shovels. 
Payments for privilege of wasting 

material on the property of 

others. 
Payments for waste banks ofF the 

right of way. 
Reconstruction of highways. 
Retaining walls. 
Revetments. 
Riprap. 
Spoil banks. 

Temporary trestling for fills. 
Tools for grading. 
Wing dams. 



4. UNDERGROUND POWER TUBES. 

This account shall include the cost of power tubes or conduits 
for underground contacts of electric railways or for undergrouDd 
cables of cable traction railways. 
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(Bm leoeral Inftraetioiii, notioii 18) 

Cooflratowoilc PoQeiFB. 

DnfaipllMi. SliMvas. 

Maoliole ooTon. fibtzmik. 

Manlioia f rmwi. Ydkm, 
PlovpUi. 

Non. — ^The ooti of tnusk nila. other tnusk iii«tari«l, and eleetrio 
oontaoi nib «iid hwnlatmBi duUl be duiiacl to the aooounts mpi»o|»i«te 
loc indb property • 

6. TUNNELS AND SUBWAYS. 

Hub aoooDnt ahall indude the oost ci tunnds and subwayn 
for the pttnage of traiiMy inchidiiig iqiparatus for ventilatiDg 
and Bi^tiiigi and safety devices thenin, other tfaan signals. 

Nom Ad — The ooet of tmeka, indndiiig guard nils, in tunneb ahaU 
Bo4 be ehaiied to this aooouat. 

Nova B. — StatloB eiibwaja not hiijbwaj oroaain^ aie iodudible in 
aoeoont No. IS, "Station and office bnildinffk" 

Nom C. — ^If a tunnel be c on ve rted into an open cut, the aocoonting 
diall be in aoeordanoe with aenefal instniotiona, eeotion 11. 

8. BBIDOEB, TRESTLES, AND CULVERTS. 

Tliis aooount shall indude the cost of the substructure and 
superstructure of bridges, trestles, and culverts which carry 
the tracks of the carrier over watercourses, ravines, public and 
private highvrays, and other railways. 

DBTAILB OF BUDGB BTSUCTURBS 

(See general inatniotionB, section 13) 

Ahutmenti. Quaid timbers. 

Bridge signs. Icebreakers. 

Ooffeidams. Painting (except rq^ainting). 
Concrete and masoniy ends for Pier protection. 

colverts. Piers and foundattons. 

Griba. Pipe culverts. 
Deddng, induding gravd for fire Retaining walls. 

protection. Riprap around abutments. 

Dfike protection. Riprap at culvert ends. 

Drainage syetoms. Supports. 

Draw protection. Water channels. 
Drawlnidge engines and ma- Waterproofing. 

chineiy. Wing dams. 

Fdseworic Wing walls. 

Norn A.— When a part or the entire structure of a bridge or trestle 
is ccmverted, by filling, into an earth embankment, the ledger value of 
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the structure, or of the portion thereof filled, shall be credited to this 
account. In case the bridge or trestle is used in lieu of a temporary 
trestle for the purpose of filling, the estimated cost of such temporary 
trestle shall be charged to account No. 3, "Grading." The ledger value 
of the structure, or portion thereof, filled, less the value of the salvage 
and the estimated cost of trestle charged to account No. 3, shall be 
charged to Operating Expenses. 

Note B. — The cost of bridges to carry the carrier's tracks over 
undergrade crossings, including the necessary piers and abutments for 
sustaining them, shall be included in this account, but the cost of under- 
grade roadways, paving on right of way, drainage systems, and retaining 
walls outside of the bridge abutments, shall be included in account 
No. 15, "Crossings and signs.*' 

7. ELEVATED STRUCTURES. 

This account shall include the cost of elevated structures and 
foundations of elevated railway systems. 

This account is applicable to structures other than earthwork, 
which are for the purpose of elevating tracks above the grade of 
streets, and which are not properly classable as bridges or trestles. 

NoTB. — The cost of stations and other structures built on elevated 
structures shall be accounted for according to the class of the ■tniotore 
thus superimposed, and not in this account. 

8. TIES. 

This account shall include the cost of cross, switch, bridge, 
and other track ties used in the construction of tracks for the 
movement or storage of locomotives and cars (including tracks 
in shops, fuel stations, supply yards, etc.), and the cost of addi- 
tional ties subsequently laid in such tracks; also the excess cost 
of metal ties used in repairs of track over the cost to replace in 
kind wooden ties removed. 

The cost of handling ties in general supply and storage yards 
shall be included as store expenses apportioned to this account 
when the ties are used for construction purposes. 

Note A. — The cost of labor for unloading, distributing, and placing 
the ties in tracks, and the cost of train service in connection with the dis- 
tribution of ties laid shall be charged to account No. 12, "Track laying 
and surfacing." 

Note B. — The cost of ties used in the construction of car floats shall 
be included in the cost of such floating equipment, and the cost of ties 
used in the construction of temporary tracks, such as gravel-pit and 
quany tracks, shall be included in the appropriate clearing accounts. 
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9. RAILS. 

This account shall include the cost of raOs used in the con- 
struction of trades for the movement or storage of locomotives 
and cars (including tracks in shops, fuel stations, supply yards, 
etc.) I and the excess cost of heavier rails or rails of improved 
types or quality used for repairs of tracks over the cost to re- 
place in kind the rails removed. 

The cost of handling rails in general supply and storage yards 
shall be included as store expenses apportioned to this account 
when the rails are used for construction purposes. 

To this account shall be credited the difference between the 
cost (at current prices at time of removal) of heavy rails re- 
moved and the cost of lighter raOs applied in the repairs of tracks. 

"SoTE A. — The ooflt of labor for unloading, distributing, and placing the 
nils in tracks, and of train service in connection with the distribution of 
therails, shall be ohazged to account No. 12, "Track laying and sur- 
facing." 

Nois B. — ^When secondhand rails are first applied to any tracks and 
no more than the actual cost of such rails is carried in the road accounts, 
the excess cost of new or heavier rails used for relaying the tracks over 
the cost (at prices current at the time of replacement) of rails of a weight 
and condition equal to the weight and condition of the released rails 
when applied, shaU be charged to this account. 

NoTB C. — The cost of rails used in the construction of car floats shall 
be included in the cost of such floating equipment, and the cost of rails 
used in the construction of temporary tracks, such as gravel-pit and 
quany tracks, shall be included in the appropriate clearing accounts. 

10. OTHER TRACK MATERIAL. 

This account shall include the cost of material used in the 
construction of tracks for the movement or storage of locomo- 
tives and cars (including tracks in shops, fuel stations, supply 
yards, etc.), except ballast and material chargeable to foregoing 
accoimts; also the excess cost of heavier or improved "other 
track material" used in repairs of tracks over the cost of re- 
placing in kind such material removed. 

The cost of handling ''other track material" in general supply 
and storage yards shall be included as store expenses appor- 
tioned to this acooimt when such material is used in the con- 
struction of new tracks. 
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ITBMB OF OTHBB TBACV ICiLTBBIAL 

(See general instraotioiiB, section 13) 



Angle bars. 

Anticreepers. 

Bumping poets. 

Compromise joints. 

Connecting rods. 

Crossings for steam and elec- 
tric railways, including founda- 
tions or bases. 

Derails. 

Frog blocking. 

Frogs. 

Guard-rail blocking. 

Guard-rail clamps. 

Guard-rail fasteners. 

Guard rails, switch and other. 

Main rods. 

Nut locks. 

Nuts. 

Offset bars. 

Rail braces. 

Rail chairs. 



Rail clips. 
Rail joints. 
Rao rests. 
Rail shims. 
Rail splices. 
Splice ban. 
Step chairs. 
Switch chairs. 
Switch crossings. 
Switch lamps. 
Switch locks and keys. 
Switch points. 
Switch stands. 
Switch targets. 
Switches. 
Tie plates. 
Tie plugs. 
Tie-rods. 
Track bolts. 
Track insulators. 
Track spikes. 



NoTB A. — The cost of labor and train service for distributing, unload- 
ing, and appl3ring "other track material" shall be charged to aocoant 
No. 12, "Track laying and surfacing." 

NoTB B. — No entry is required in this account with respect to im- 
proved "other track material" unless installed under a definite plan of 
changing standards, such as increasing the weight of rail. 

Note C. — The cost of "other track material" u^ in the construc- 
tion of car floats shall be included in the cost of such floating equipment, 
and the cost of such track material used in the construction of temporary 
tracks, such as gravel-pit and quarry tracks, shall be included in the 
appropriate clearing accounts. 

11. BALLAST. 

This account shall include the cost of gravel, stone, slag, 
cinders, sand, and like material used in ballasting tracks (includ- 
ing tracks in shops, fuel stations, supply yards, etc.) not pre- 
viously ballasted, including cost of work-train service and of 
unloading; cost of ballast applied in excess of ballast required 
to restore to its maximum height and width the baUast pre- 
viously put on the roadbed; and the excess cost of improved 
ballast used in renewals over the cost to replace in kind to the 
original height and width the ballast removed. (Special instruo- 
tions, section 11, for operating expense accountB, apply to the 
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aooounting for pits from which ballast material is obtained 
either for construction work or for maintenance, or for both.) 

NoTB A. — The ooat of ballast uaed in the coDstruction of temporary 
traeks, such as gravel-pit and quarry tracks, shall be included in the 
appropriate clearing accounts. 

Nois B. — Earth placed to form a crown in the middle of the track 
is not to be considered as ballast. 

Note C. — The cost of ballast material placed on the decking of 
bridges solely for fire-protection purpose shall be included in account 
No. 6, "Bridges, trestles, and culverts.'* 

Nois D. — No charge shall be made to the accounts of this classifica- 
tion representing the value of cinders accumulated by the carrier. 

12. TRACK LAYING AND SURFACING. 

This acooimt shall include the cost of distributing (including 
train service) , laying, and adjusting ties, rails, and other track ma- 
terial used in the construction of tracks for the movement or stor- 
age of locomotives or cars, including repair tracks, but not tracks 
on car floats or temporary tracks the cost of which is chargeable 
to clearing accounts. It shall also include the cost of the labor 
expended in placing ballast in tracks not previously ballasted. 

NoTB A. — ^The cost of distributing and adjusting ties, rails, ballast, 
and other track material for repairs shall be charged to Operating Ex- 
penses, both when such materials are replaced in kind and when re- 
placed with improved and heavier material. 

NoTB B. — ^The cost of work-train service in delivering ballast and of 
unloading such material is provided for in account No. 11, "Ballast." 

13. RIGHT-OF-WAY FENCES. 

This account shall include the cost of right-of-way fences (in- 
cluding permanent snow and sand fences erected in lieu of right- 
of-way fences), farm gates, cattle guards, wing fences, aprons, 
and hedges, on property not previously fenced, excluding those 
around stockyards, fuel stations, station and shop grounds, and 
building sites. 

14. SNOW AND SAND FENCES AND SNOWSHEDS. 
This account shall include the cost of snowsheds, including 

rock filling when necessary, and cost of permanent or portable 
fences for the protection of tracks from snow and sand, other 
than such permanent fences erected in lieu of right-of-way fences 
and chargeable to account No. 13, "Right-of-way fences." 
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15. CROSSINGS AND SIGNS. 

This account shall include the cost of constructing farm 
passes, highways, and other railways across the carrier's right 
of way, except railways crossing at grade; cost of track signs, 
crossing gates, highway-crossing alarms, planking, paving, and 
watch houses at crossings; and the portion borne by the carrier 
of cost of overgrade and undergrade crossings constructed to 
eliminate grade crossings. 



DBTAILB OF ORADB OBOflSINaS 

(See geoeral instnictioiui, section 13) 

Batteries, with track inatniments Planking. 

and connections. 
Crossing gates. 
Crossing signal bells. 
Paving. 



Soil crossing drains. 
Warning signals. 
Watch houses. 
Water pipes. 



DBTAILB OF OVUBaWLDU CBOflSINOB 

(See general instructions, section 13) 

Bridge superstructures. Piers, including foundations. 

Bridge substructures. Retaining and wing walls, inolud- 

Decking, including roadways. ing foundations. 
Drainage systems. 

DETAILS OF UNDBBQBADB 0BO8BINO8 

(See general instructions, section 13) 

Oirbing. Retaining walls outside of bridge 

Drainage systems. abutments. 

Paving on right of way. Roadwasrs. 

Sidewalks. 



U8T or 8ION8 



(See general instructions, section 13) 



Boundary signs. 
Mile signs. 
Monument stones. 
Overhead-bridge caution signs. 
Section signs. 
Slow or stop signs. 



Subdivision boards. 
Tunnel caution signs. 
Water station signs. 
Water trough signs. 
Whistle signs. 
Yard-limit signs. 



Note A. — ^The cost of shop and station overgrade footbridges and 
subways not public highways shall be included in the cost of the build- 
ings. 

Note B. — The cost of bridges or trestles carrying the carrier's tracks 
over roads, highways, or other railways shall be charged to account 
No. 6. "Bridges, tresUes, and culverts,*' but the cost of a bridge or other 
structure which carries farm passes, highways, or the tracks of another 
carrier over the carrier's tracks shall be included in this account. 
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16. STATION AND OFFICE BUILDINGS. 

lliis account shall include the cost of station and office stnio- 
tures, their fixtures, appurtenances, and furniture T wwwnar y fint 
to equip the building? for use. 

STATION AMD OFFICE BTSUOTUBBS AND DSTAZIA 

(See general instructionB, section 18) 

MiUc stands. 

Office buildings. 

Ore-transferring maohinery. 

Outhouses. 

Pavement within ground limits. 

Platforms, freight. 

Platforms, passenger, inelading 
planking between tracks. 

Power distribution systems, in- 
terior. 

Reading rooms. 

Rooms for Y. M. C. A. 

Scale houses. 

Sidewalks. 

Stables. 

Station footbridges (not highway 
crossingB). 

Station intertrack fences. 

Station platforms. 

Station signs. 

Station stairways. 

Station subwajrs (not highway 
crossings). 

Station power houses. 

Stations, freight. 

Stations, passenger. 

Stock pens. 

Storehouses. 

Telegraph offices. 

Telpher systems. 

Track scales. 

Transfer houses. 

Transfer platforms. 

Waiting rooms. 

Warehouses. 

Washrooms. 

Water-supply systems. 

Yard offices. 



Baggage rooms. 

Breakwaters for protection of 
buildings. 

Buildings and rooms for train- 
men. 

Buildings on piers. 

Call bells. 

Coal bins. 

Coal transferring machinery (not 
on coal and ore wharves). 

Coal trestles (not at fuel stations). 

Commiasarial buildings. 

Drainage and sewerage systems. 

Dwellings. 

Eating houses. 

Electric wiring. 

Elevators and machinery. 

Express buildings. 

Fences. 

Fire-engine houses. 

Freight cranes. 

Freight derricks. 

Freight handling machinery. 

Freight houses. 

Garages. 

Gas-supply systems. 

General office buildings. 

Grain cribs. 

Grain elevators. 

Grain warehouses. 

Greenhouses. 

Hay houses. 

Heating plants. 

Hedges. 

Hoisting engines, for handling 
freight. 

Hose houses. 

Ice houses. 

Lighting plants. 

Mail cranes. 



NoTB A.— Office buildings used exclusively in connection with main- 
tenance of wsy shall be included in account No. 17, ** Roadway build- 
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ings. " Those used exclusively in oonneotion with maintenanoe of equip- 
ment shall be included in account No. 20, '* Shops and enffinehouses." 

Note B. — The cost of grading and preparing grounds, both before 
and after the construction of station and office buildings, and the cost of 
constructing sidewalks, driveways, and fences thereon, ^all be included 
in the cost of the buildings, as shall also the fees and expenses of archi- 
tects specially employed for designing or supervising the construction 
of the buildings, but the cost of restoring the grounds after addition and 
betterment work shall be included in the appropriate operating expense 
accounts. The cost of permanent water rights shall also be included in 
the cost of the buildings. 

17. ROADWAY BUILDINGS. 

This account shall include the cost of roadway shops and other 
roadway buildings, including drainage, water, gas, and sewer 
pipes and connections; and all machinery, fixtures, and furniture 
to equip the buildings ready for use. 

LIST OI BOADWAT BUILDIirOS 

(See general instructions, section 13) 



Bins for material. 

Blacksmith shops. 

Boarding houses. 

Breakwaters for protection of 

buildings. 
Carpenter shops. 
Dwellings. 
Fire-engine houses. 
Frog shops for repair of track 

material. 
Hand-car houses. 
Lighting plants. 
Lumber sheds. 



Offices. 

Outhouses. 

Planing mills. 

Rail shops for repair of track 

material. 
Repair shops. 
Scrap bins. 

Section dwelling houses. 
Stables. 
Storehouses. 
Tool houses. 
Watch houses. 



NoTB. — The cost of grading and preparing grounds both before and 
after the construction of roadway buildings, and the cost of constructing 
sidewalks, driveways, and fences thereon shall be included in the cost of 
the buildings, as shall also the fees and expenses of architects specially 
employed for designing or supervising the construction of the buildings, 
but the cost of restoring the grounds after addition and betterment 
work shall be included in the appropriate operating expense aocouots. 
The cost of permanent water rights shall also be included in the cost of 
the buildings. 

18. WATER STATIONS. 

This account shall include the cost of struotures, fadUties, and 
appliances necessary to equip for service stations for supplying 
water. The cost of analyses of water preUminary to the estab- 
lishment of water stations shall be included in this account. 
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WATBB STATION BTBUCTUBSB AND DBTAUB 

(See geDoml instruotioDs, sectioo 13) 

Boilers. Settling basins. 
Breakwaters for protection of Stationary engines. 

baildingik Steam pipes. 

BuildingB on piers. Tanks and foundations. 

Cisiems. Test wdls. 

Dams. Track tanks. 

Fences. Tubs. 

Outhouses. Water cranes. 

Penstocks. Water pipe lines. 

Pump houses. Water-treating plants. 

Pumps. Wells. 

Purifsdng plants. Windmills. 
Reservoirs. 

NoTB A. — ^The cost of water stations used solely for supplying water 
to thope, power plants, stations, hotels, tenement houses, or section 
houses shall be charged to the appropriate accounts relating to the 
property so supplied. 

NoTB B. — ^The cost of a temporary water station established only for 
use during the construction period shall be included in the primary ao- 
oounts to which is charged the cost of the work in connection with which 
the water station is used. 

NoTB C. — ^The cost of grading and preparing grounds both before 
and after the construction of water station buildings, and the cost of 
constructing sidewalks, driveways, and fences thereon shall be included 
in the cost of the buildings, as shall also the fees and expenses of archi- 
tects specially employed for designing or supervising the constnictioa 
of the buildings, but the cost of restoring the grounds after addition and 
betterment work shall be included in the appropriate operating expense 
accounts. The cost of permanent water rights shall also be included in 
the cost of the buildings. 

19. FUEL STATIONS. 

This account shall include the cost of structures, facilities 
other than tracks, and appliances necessary to equip for service 
stations for supplying fuel to locomotives and floating equip- 
ment. 

FUNL STATION (^TBUCTUBBS AND DBTAII^ 

(See general instructions, section 13) 

Breakwaters for protection of Coal pockets and chutes. 

buildings. Dumping machinery. 

Buckets. Elevating machinery. 

Buildings on piers. Fences. 

Coal buckets. Fuel houses or stations. 

Coal buggies. Fuel-oil columns. 

Coal hoists. Fuel-oil plants. 
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Fuel-oil pumps. 
Fuel-oil sumps. 
Fuel-oil tauks. 
Fuel platfonns. 
Fuel wharves. 
Inclines. 
Outhouses. 



Scales. 

Sheds. 

Stationary engines. 

Tipple can. 

Weighing apparatus. 

Wood racks. 



Note A. — The cost of fuel stations, coal houses, etc.. used solely 
for supplying fuel to shops, power plants, stations, hotels, tenement 
houses, or section houses shall be charged to the appropriate accounts 
relating to the property so supplied. 

Note B. — The cost of a temporary fuel station established only for 
use during the construction period shall be included in the primary ac- 
counts to which is charged the cost of the work in connection with which 
the fuel station is used. 

Note C. — The cost of grading and preparing grounds both before and 
after the construction of fuel station buildings, and the cost of construct- 
ing sidewalks, driveways, and fences thereon, shaU be included in the 
cost of the buildings, as shall also the fees and expenses of architects 
si>ecially employed for designing or supervising the construction of the 
buildings, but the cost of restoring the grounds after addition and better- 
ment work shall be included in the appropriate operating expense ac- 
counts. The cost of permanent water rights shall also be included in the 
cost of the buildings. 

20. SHOPS AND ENGINEHOUSES. 

This account shall include the cost of bufldingB to be used as 
shops, enginehouses, and storehouses for material for mainte- 
nance of equipment; foundations, except those special to par- 
ticular machines and other apparatus; furniture and fixtures 
other than equipment chargeable to account No. 44, "Shop 
machinery"; drainage, sewerage, and water-supply systems; 
and plants for heat and light. 

SHOP AND BNOINaHOnSB BTRUCTUIUDS AND DBTAILB 

(See general instructions, section 13) 



Air-compressor houses. 
Ash pits and pockets. 
Ash plants. 
Bins for material. 
Blacksmith shops. 
Breakwaters for protection 

buildings. 
Buildings on piers. 
Car sheds. 
Car shops. 
Carpenter shops. 



Cinder pits. 
Cinder pockets. 
Drop pits. 
Dry houses. 

Electric-power distribution vfih 
of tems within buildings. 

Engipehouses. 
Fire-engine houses. 
Footbridges (not public hi^ 

ways). 
Foundries, 
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Band houses. 
Scale houses. 
Scrap bins. 
Sidewalks. 
Stables. 

St^am-distribution systems, inte- 
rior. 
Storehouses. 
Tanks, gas. 
Tanks, oiL 
Test rooms. 
Tin shops. 
Tool houses. 
Track scales. 
Transfer tables. 
Turntables. 
Upholstering shops. 
Warehouses. 
Wash rooms. 
Watch houses. 

NoTB A. — ^The cost of distinct power plant buildings for shop purposes 
shall be included in account No. 29, "Power plant buildings." Cost of 
distribution ssrstems leading from such power plants to shops and engine- 
houses shall be included in account No. 32, *' Power distribution sys- 
tems." 

NoTB B. — ^The cost of grading and preparing grounds both before 
and after the construction of shop and enginehouse buildings, and the 
cost of constructing sidewalks, driveways, and fences thereon, shall be 
included in the cost of the buildings, as shall also the fees and expenses 
of architects specially employed for designing or supervising the con- 
struction of the buildings, but the cost of restoring the grounds after 
addition and betterment work shall be included in the appropriate operat- 
ing expense accounts. The cost of permanent water rights shall also 
be included in the cost of the buildings. 

Note C. — The cost of shop buildings, devoted solely to the main- 
tenance of way and structures shall be included in account No. 17, 
Roadway buildings." 



Oas-oompreasor houses. 
Heating plants. 
Hose houses. 
Icehouses. 
Laboratories. 
Lighting plants. 
Lumber ^eds. 
Machine shops. 

Material and supply truck tracks. 
Motor-crane tracks. 
Offices, shop. 
Oil houses. 
Outhouses. 
Paint shops. 
Pipe lines, air, interior. 
Pipe lines, car-heating. 
Pipe lines, gas, interior. 
Planing mills. 
Platforms, shop and jrard. 
shops. 



•• 



21. GRAIN ELEVATORS. 

This account shall include the cost of structures for the trans- 
fer, treatment, and storage of grain, including cost of conveyors, 
machinery, and fixtures. 

The buildings referred to in this account are not small storage 
elevators at stations where grain is received for shipment, etc., 
but large elevators in which grain is stored for various owners. 

Note A. — Small storage elevators at way stations are classed as 
station buildings. 

NoTB B. — The cost of grading and preparing grounds both before 
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and after the construction of grain-eleTator bufldings, and the cost of 
constructing sidewalks, driveways, and fences thereon, shall be included 
in the cost of the buildings, as shall also the fees and expenses of archi- 
tects specially employed for designing or supervising the construction 
of the buildings, but the cost of restoring the grounds after addition 
and betterment work shall be included in the appropriate operating ex- 
pense accounts. The cost of permanent water rights shall also be in- 
cluded in the cost of the buildings. 

22. STORAGE WAREHOUSES. 

This account shall include the cost of storage warehouses, ior 
eluding machinery and fixtures therein. 

The buildings herein referred to are not the ordinary freight 
warehouses or stations where freight is received for shipment, 
etc., but warehouses in which merchandise is stored and which 
the railway companies or others operate commercially as storage 
warehouses. 

NoTB. — ^The cost of grading and preparing grounds both before and 
after the construction of storage warehouse buildings, and the cost of 
constructing sidewalks, driveways, and fences thereon, shall be included 
in the cost of the buildings, as shall also the fees and expenses of archi- 
tects specially employed for designing or supervising the construction 
of the buildings, but the cost of restoring the grounds after addition and 
betterment work shall be included in the appropriate operating expense 
accounts. The cost of permanent water rights shall also be included in 
the cost of the buildings. 

23. WHARVES AND DOCKS. 

This account shall include the cost of wharves, docks, dry 
docks, slips, float bridges, and other landings for vessels, includ- 
ing the cost of necessary dredging, and the cost of float-bridge 
machinery; also the cost of piling, pile protection, cribs, coffer- 
dams, walls, and other necessary devices and apparatus for the 
operation or protection of wharves and docks. 

DETAILS OF WHABYBS AND DOCKS 

(See general instructions, section 13) 

Bridge pontoons. Ferry racks. 

Bulkheads. Ferry slips. 

Caissons. Jetties. 

Cribwork. Jetty inclines. 

Dry docks. Transfer-bridge machinery. 

Ferry-bridge machinery. Transfer bridges. 

Ferry bridges. 

NoTB A. — ^The cost of coal and ore wharves and docks shall be ii|- 
duded in account No. 24, "Coal and ore wharves,' 
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NoTB B. — ^The oo«t of the land on which wharves are built and cost 
of riparian or water rights for wharves and docks shall be charged to 
account No. 2, "Land for transportation purixMes." 

NoTB C. — ^The cost of buildings located on wharves shall be included 
in the accounts appropriate for the class of building. 

NoTB D. — ^The cost of grading and preparing grounds both before and 
after the construction of wharves (other than coal and ore wharves) and 
the cost of constructing sidewalks, driveways, and fences thereon, shall 
be included in the cost of the wharves, but the cost of restoring the 
grounds after addition and betterment work shall be included in the 
appropriate operating expense accounts. The cost of permanent water 
rii^ts shall also be included in the cost of the wharves. 

24. COAL AND ORE WHARVES. 

This account shall include the cost of wharves and docks for 
the transfer, treatment, blending, or storage of coal or ore, in- 
cluding the cost of necessary dredging and of conveyors, ma- 
chinery, and fixtures. 

Note A. — The structures referred to in this account do not include 
small transfer or storage trestles or wharves at stations where coal is 
stored or delivered, such trestles being classed as station buildings. 

NoTB B. — ^The cost of grading and preparing grounds both before 
and after the construction of coal and ore wharves, and the cost of con> 
structing sidewalks, driveways, and fences thereon, shall be included in 
the cost of the wharves, as ^idl also the fees and expenses of architects 
specially employed for designing or supervising the construction of the 
wharves, but the cost of restoring the grounds after addition and better- 
ment work shall be included in the appropriate operating expense ac- 
counts. The cost of permanent water rights shall also be included in the 
cost of the wharves. 

25. GAS PRODUCING PLANTS. 

This account shall include the cost of gas producing and gas 
compressing plants, and the cost of machinery and other ap- 
paratus in such plants. 

Note. — The cost of grading and preparing grounds both before and 
after the construction of gas plant buildings, and the cost of coDstruct- 
ing sidewalks, driveways, and fences thereon, shall be included in the 
cost of the buildings, as shall also the fees and expenses of architects 
specially employed for designing or supervising the construction of the 
buildings, but the cost of restoring the grounds after addition and better- 
ment work shall be included in the appropriate operating expense ac- 
counts. The cost of permanent water rights shall also be included in 
the cost of the buildings. 

26. TELEGRAPH AND TELEPHONE LINES. 

This account shall include the cost of telegraph and telephone 
lines, including terminal equipment 
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DBTAILS 09 TBLBQRAPH AND TBLBPHONB TBBlflNAL XQUIFMXZVT 

(See general iiiBtruotions, section 13) 



Batteries. 

Cables and wires, interior. 
Conduits, interior. 
Connecting wires. 
Current-controlling instruments. 
Electric generators and motors. 
Electric meters. 
Engines, stationary. 



Fuses and mechanical protectors. 

Rectifiers. 

Rheostats. 

Sending and reoeiying instruments. 

Switchboards. 

Testing outfits. 

Transformers. 



DBTAII^ OF TBUBORAPH AND TBLBFHONB OUTBZDM PLAMT 

(See general instructions, soetion 13) 



Aerial attachments. 

Braces. 

Brackets. 

Cable boxes and appurtenances. 

Cables and wires, aerial. 

Conduits and appurtenances. 

Cross arms. 

Guy stubs. 



Guy wires. 
Insulators. 
Poles. 

Submarine cables and connections. 
Telephone pole boxes. 
Towers. 

Underground cables and connec- 
tions. 



27. SIGNALS AND INTERLOCKERS. 

This account shall include the cost of interlocking and other 
signal apparatus for governing the movement of trains, includ- 
ing towers and other buildings in connection therewith. 

DBTAII^ 07 8IONALB AND INTBBLOCKIIBA 

(See general instructions, section 13) 

Semaphores. 

Signal and switch levers. 

Signal arms. 

Signal blades. 

Signal bridges. 

Signal buildings. 

Signal lamp brackets and oonneo- 

tions. 
Signal lamps. 
Signal machinery. 
Signal poles and foundations. 
Signal pulleys and foundations. 
Special appliances. 
Station signals. 
Train-order signals. 
Wiring. 



Air compressors. 
Batteries. 
Boilers. 

Distant signals. 
Dynamos. 

Engines, stationary. 
Gates at crossings of other rail- 
ways. 
Home signals. 
Interlocker buildings. 
Interiocker machineiy. 
Interlocker mechanism. 
Levers. 
Rail bonds. 

Railway-crossing signals. 
Relays. 



NoTB A. — ^When signal or interlocking apparatus is located in a sta- 
tion building, the entire cost of the building shall be included in aooount 
No. 16, "Station and office buildings." 
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Nois B. — ^The oo«t ci grading and preparing grounds both before and 
after the oooatruetion of signal and int^locker buildings, and the ooet 
of constmeting sidewalks, drivewas^ and fences thereon, shall be in- 
chided in the cost of the buildings, as shall also the fees and expenses of 
arehiteets specially employed for designing or supervising the construe- 
tjon of the buildinci, but the cost of restoring the grounds after addition 
and bettennent woris shall be included in the appropriate operating ex- 
pense accounts. The cost of permanent water rights shall also be in- 
chided in the cost of the buildings. 

28. POWER DAMS, CANALS, AND PIPE LINES. 

This account shall include the cost of all dams, canals, pipe 
lines, and accessories devoted to the utilization of water power 
for the operation of trains and cars, and to furnish power, heat, 
and lic^t for general purposes. 

DBTAIL8 or DAIO, CANAUB, AND PIPB UMIB 

(See general instructions, section 13) 

Aqoeduets. Penstocks. 

Bridges. ResenroirB. 

Fenoes. Roadways. 

Footbridges. Sluices. 

Focebays. Valves. 

Gates. Viaducts. 

Grids. Walls. 

Inlet valves. Water rights. 

29. POWER PLANT BUILDINGS. 

This account shall include the cost of the buildings of power 
plants erected to furnish power for the operation of trains and 
cars, and to furnish power, heat, and light for stations, shops, 
or general purposes; foundations, except those special to par- 
ticular machines and other apparatus; drainage, water, and 
sewer pipes and their connections; fixtures, including wiring for 
lighting and heating; and miscellaneous furniture and fixtures. 

NoTB A. — ^The cost of power plant machinery and other apparatus 
shall be included in account No. 45, "Power plant machinery.'* 

NoTB B. — ^The cost of grading and preparing grounds, both before 
and after the construction of power plant buildings, and the cost of con- 
structing sidewalks, driveways, and fences thereon shall be included in 
the cost of the buildings, as shall also the fees and expenses of architects 
specially employed for designing or supervising the construction of the 
buildings, but the cost of restoring the grounds after addition and better- 
ment work shall be included in the appropriate operating expense ac- 
counts. The cost of permanent water rights shall also be included in the 
cost of the buildings. 
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30. POWER SUBSTATION BUILDINGS. 

This account shall include the cost of the buildings of power 
substations (including storage-battery stations) erected to 
transform power for the operation of trains and cars, and for 
heat, light, and general purposes; foundations, except those 
special to particular machines and other apparatus; drainage, 
water, and sewer pipes and their connections; fixtures, includ- 
ing wiring, for lighting and heating; and miscellaneous furniture 
and fixtures. 

Note A. — The cost of substation machinery and other apparatus for 
transforming or storing power in power substations shall be included in 
account No. 46, ** Power substation apparatus." 

Note B. — ^The cost of grading and preparing grounds, both before 
and after the construction of power substation buildings, and the cost 
of constructing sidewalks, driveways, and fences thereon, shall be in- 
cluded in the cost of the buildings, as shall also the fees and expenses of 
architects specially employed for designing or supervising the construc- 
tion of the buildings, but the cost of restoring the grounds after addition 
and betterment work shall be included in the appropriate operating ex- 
pense accounts. The cost of permanent water rights shall also be in- 
cluded in the cost of the buildings. 

31. POWER TRANSMISSION SYSTEMS. 

This account shall include the cost of high-tension transmis- 
sion systems, whether overhead, surface or underground, used 
for transferring power from producing plants to a place where 
it is transformed for propelling trains and cars, or for power, 
heat, light, and general purposes. 

DBTAUJB OF FOWBB TBANBMIBSION STBTHliB 

(See general instructions, section 13) 

Cables. Span wires. 

Cut-outs (not at power houses and Switchboards (not at power houses 

substations). and substations). 

Feed wires. Transformers (not at power houses 

Guard wires. and substations). 
Insulators and connections. 

Note. — When the electric current generated or received is changed 
by means of (a) rotary converters, (&) motor generator sets, or (e) static 
trEinsformers (substation apparatus), that portion of the line or outside 
conductor system carrying current of other than the operating kind or 
voltage shall be classed as transmission system. When the electric 
current is generated or received and used substantially unchanged in 
voltage and kind, the line or outside conductor system, including any 
feeders, trolley wires, booster circuits, and supplementary return* shall 
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be olasKd ifiioUy as distribution system. Tie lines between generating 
stations and substations shall follow the same rule as other lines. 

32. POWER DISTRIBUTION SYSTEMS. 

This aooount shall include the cost of distribution systems, 
whether overhead, surface, or underground, for conveying low- 
tension electric power from producing plants or transformer 
stations and for convesring steam and compressed-air from pro- 
ducing plants to the place where used for propelling trains and 
cars, or for power, heat, light, and general purposes. 

DBTAIUB or POWSB DI8TBIBUTIOM STSTBIIB 

(See general instructions, section 13) 

Compressed-air pipe lines. Span wires. 
Cut-outs (not at power houses Steam pipe lines. 

and substations). Switchboards (not at power houses 

Feed wires. and substations). 

Guard wires. Third rail. 

Insulators and connections. Third-rail braces. 

Overhead trolley wires. Third-rail insulation and pioteo- 

Rail bond plugs. tion. 

Rail bonds. Third-rail supports. 
Rail-insulating devices. 

NoTB A. — ^The cost of track material such as insulated rail splices 
used in connection with distribution ssrstems shall be charged to account 
No. 10, "Other track material." 

NoTB B. — The cost of the portions of distribution systems located 
within shop buildings and station and office buildings shall be included 
in the cost of the buildings. The cost of distribution systems in plants 
used exclusively for operating signals and interlockers shall be included 
in account No. 27, "Signals and interlockers.*' 

Note C. — When the electric current generated or received is changed 
by means of (a) rotary converters, (&) motor generator sets, or (c) static 
transformers (substation apparatus), that portion of the line or outside 
conductor system carrying current of other than the operating kind or 
voltage shall be classed as transmission system. When the electric cur- 
rent is generated or received and used substantially unchanged in volt- 
age and kind, the line or outside conductor system, including any feeders, 
trolley wires, booster circuits, and supplementary return, shall be classed 
wholly as distribution system^ Tie lines between generating stations 
and substations shall follow the same rule as other lines. 

33. POWER LINE POLES AND FIXTURES. 

. This account shall include the cost of poles, cross arms, in- 
sulating pins, brackets, and other pole fixtures; braces and other 
supports for holding the poles in position; and structures for 
supporting the overhead electric construction. 
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34. UNDERGROUND CONDUITS. 

This account shall include the cost of conduits required for 
underground wires and cables of electric railway construction, 
including manholes, sewer connections, sewer traps, and all de- 
tails necessary for the completion of the conduit system. 

35. MISCELLANEOUS STRUCTURES. 

This account shall include the cost of all pennanent structures 
not provided for elsewhere, including all fixtures and furniture 
to equip them for use. 

36. PAVING. 

This account shall include the cost of paving about tracks in 
public highways through which the carries tracks are laid. 

Note. — The cost of paving upon the carrier's lands, within the grounds 
of buildings or other structures, shall be included in the accounts pro- 
vided for the cost of the structures. The cost of paving upon the carrier's 
right of way at crossings shall be included in account No. 15, " Cross- 
ings and signs." 

37. ROADWAY MACHINES. 

This account shall include the cost of the initial outfit of road- 
way machines provided for the maintenance of roadway^ and 
structures at the time the road is opened for commercial traffic, 
and the cost of additional roadway machines acquired subse- 
quently. 

LIST OF BOADWAT MAGHIinDS 

(See general instructions, section 13) 



Boilers, portable. 

Cars, hand. 

Cars, lever. 

Cars, motor inspection. 

Cars, push. 

Cars (small), crane, for supply 

yards and general use. 
Concrete mixers. 
Ditching machines. 
Dredging machines. 
Engines, portable. 



Grading outfits. 
Hydraulic outfits. 
Jacks, hydraulic. 
Log loaders. 
Pile drivers. 
Plows, unloading. 
Rail unloaders. 
Rock crushers. 
Steam rollers. 
Timber trucks. 
Velocipedes. 



Note A. — ^When an important addition and betterment project or the 
construction of a new line necessitates the purchase of roadway machines 
to be used exclusively thereon, the cost shall be included in the accounts 
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to which the cost of the work is charged. The amount realised from any 
■abaequent sale, or the appraised value of the machines retained after 
the completion of the special work for which they were purchased, shall 
be credited to the accounts charged with the cost thereof. The appraised 
value of such machines retained shall be debited to this account and 
thereafter considered as the cost of such property. 

NoTB B. — The cost of machines for the equipment of roadway shops 
shall be included in account No. 17, ** Roadway buildings/* as provided 
for therein. 

NoTB C. — ^The cost of roadway machines, such as pile drivers, log 
loaders, hoist engines, and concrete mixers, when permanently mounted 
for movement on the carrier's tracks, shall be included in account No. 57» 
"Work equipment." 

38. ROADWAY SMALL TOOLS. 

This account shall include the cost of the initial outfit of road- 
way and track small tools provided for the maintenance of way 
and structures at the time the road is opened for commercial 
traffic; also the initial outfit of such tools provided for the main- 
tenance of extensions of such road. 



Adses. 
Anvils. 
Augers. 
Axes. 

Ballast forks. 
Bars, claw. 
Bars, crow. 
Bars, lining. 
Bars, pinch. 
Bars, raising. 
Bars, tamping. 
Braces and bits. 
Brooms. 
Brush hooks. 
Cable stretchers. 
Cables. 
Cans, oil. 
Cans, water. 
Cant hooks. 
Chains. 
Chisels, track. 
Chisels, wood. 
Curbing hooks. 
Dippers. 
Drawing knives. 
DriUbits. 



LIST OF ROADWAY TOOLS 

(See general instructions, section 13) 

Drills, portable. 

Flags, signal. 

Furnaces, portable. 

Grindstones. 

Hammers, napping. 

Hammers, paving. 

Hammers, spiking. 

Handles for tools. 

Hatchets. 

Hoes. 

Jack levers. 

Jacks, ratchet. 

Jacks, screw. 

Jacks, track. 

Kegs, water. 

Ladders. 

Lanterns and fixtures. 

Lawn mowers. 

Levels. 

Lines for ditching. 

Nipp>ers. 

Oilstones. 

Padlocks. 

Pails, water. 

Paint brushes. 

Picks, day. 
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Picks, tamping. 

Pike poles. 

Post-hole diggers. 

Post-hole tampers. 

Punches. 

Rail benders. 

Rail tongs. 

Rakes. 

Rope. 

Saws, crosscut. 

8aw8, hand. 

Scrap boxes. 

Scythes. 

Shoveb. 

Sickles. 

Sledges. 

Spades. 

Spike mauls. 



Spike pullers. 

Spot boards. 

Squares. 

Straightening machines. 

Tape lines. 

Thermometers for laying rafl. 

Tongs. 

Tool boxes. 

Torches. 

Track gauges. 

Tnck levels. 

Vises. 

Weed spuds. 

Wheelbarrows. 

Whetstones. 

Wood mallets. 

Wrenches, monkey. 

Wrenches, track. 



Note. — The cost of roadway and track small tools of which no speoifio 
record is kept shall be charged when acquired to an appropriate ma- 
terials and supplies account, from which they shall be charged as issued 
to the appropriate road and equipment, operating expense, or other ao- 
counts. When such tools are used both for construction and maintenance 
work the cost shall be equitably apportioned among the accounts pro- 
vided for the two classes of work. 



39. ASSESSMENTS FOR PUBLIC IMPROVEMENTS. 
This account shall include the earner's proportion of the cost 

of constructing public improvements — such as grading, sewering, 
curbing, guttering, paving, and sidewalks — and other public 
improvements, including the cost of such improvements if made 
by the carrier's own employees under Government requirements. 

NoTB A. — The cost of paving required by Government authority be- 
tween rails and adjacent to tracks laid through public highways shall be 
included in account No. 36, ** Paving." 

NoTB B. — The carrier's proportion of the cost of maintaining such 
public improvements shall be included in operating expenses. 

40. REVENUES AND OPERATING EXPENSES DXJRINO 
CONSTRUCTION. 

This account shall include the cost of operating a piece of 
road during the period before the regular operation of revenue 
trains, including rent and repairs of equipment used in oonmier- 
cial service during such period. It includes the cost of running 
construction trains over sudi section of road when the coBt of 
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operating such trains can not properly be charged to any spedfio 
account. 

To this account shall be credited amounts collected for rents 
of buildings and other properties and for the transportation of 
commercial freight or of passengers on construction trains; also 
the net profits from boarding and commissarial outfits, and other 
sources of operating revenue. 

Carriers which wish to subdivide this account shall use ap- 
propriate subaccounts corresponding to accounts prescribed in 
the operating revenue, operating expense, or income account 
classifications. 

41. COST OF ROAD PURCHASED. 

This account shall include the cash cost of any road or por- 
tion thereof purchased. Where the contract of purchase in- 
cludes not oidy road, but also equipment, securities, and other 
assets, the appraised value of such equipment, securities, and 
other assets shall be deducted from the total cash cost, and the 
remainder of the cash cost shall be charged to this account. 
Where the consideration given for the property purchased is 
other than cash, such consideration shall be valued on a current 
cash basis. If the consideration includes the assumption of lia- 
bilities, such liabilities shall be included in the determination 
of the cost at their cash value at the time the contract is made. 

This account shall be used only as a clearing account in which 
temporarily to carry the cost of road purchased until such time 
as a plan for distributing such cost to the primary accounts ap- 
propriate for the property is approved by the Conmiission. 

Note A. — The appraised value of any equipment thus acquired shaU 
be charged to the appropriate equipment accounts. The value, at time 
of purchase, of any securities, or other assets acquired, shall be included 
in the accounts appropriate for such assets. The par value of any lia- 
bilities assumed shall be included in the appropriate liability accounts, 
and the necessary adjustments between the cash value charged to the 
property accounts and the par value shall be made in the appropriate 
premium or discoimt account. 

NoTB B. — ^The carrier shall be prepared to furnish the Ck)mmis8ion, 
upon demand, a full report of the contract of acquisition of each road, 
or portion thereof, purchased, and a statement showing in detail the 
consideration given therefor. It should procure, in connection with the 
acquisition of any such road and equipment, all existing records, mem- 
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oranda, and aooounts in posaeBsion or control of the grantor, relating to 
the construction and improvements of auoh road and equipment, and 
nhall preserve such records, memoranda, and accounts until authorised 
by law to destroy or otherwise dispose of them. Where the records, 
memoranda, and accounts are so intimately involved with other records, 
memoranda, and accounts of the grantor as to make their transfer im* 
practicable or inadvisable, certified copies of them shall be procured and 
retained by the grantee. The verity of the copies should be certified by 
the custodian of the originals. 

42. RECONSTRUCTION OF ROAD PURCHASED. 
When a road is purchafied and the fixed improvements ac- 
quired are in such a physical condition that it is necessary sub- 
stantially to rebuild the road in order to bring it up to the stand- 
ard required by the carrier, the cost of such rebuilding shall be 
charged to this account. 

NoTB A. — A comprehensive statement of the estimated amount 
necessary to reconstruct a road in accordance with the above provision 
shall be made to the Commission as soon as the estimate is made. 

NoTB B. — ^When the work of reconstruction of road purchased is com- 
pleted, the cost thereof shall be credited to this accoimt and charged to 
other primary accounts of this classification appropriate for the expendi- 
tures made. 

43. OTHER EXPENDITURES— ROAD. 

This account shall include items which can not properly be 
included in any of the foregoing accounts as a part of the cost 
of any specific work, such as the cost of transportation of men, 
materials, supplies, and equipment over the carrier's own line; 
amounts paid for rent and repairs of equipment and for injuries 
to persons incident to and in connection with original road, road 
extensions, or additions and betterments; and analogous items. 
When assignable, such expenditures shall be included in the cost 
of the property in connection with which the expenditure occurs. 

Note. — Rents paid for and repairs made to equipment used in com- 
mercial operations during the period before the regular operation of 
revenue trains shall be charged to account No. 40, "Revenues and 
operating expenses during construction." 

44. SHOP MACHINERY. 

This account shall include the cost of machinery and other 
apparatus in shops and enginehouses, including the cost of spe- 
cial foundations and installation, and cost of small hand tools 
necessary first to equip a shop. 
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LOT OF SHOP If AGHIMUT 

(See general iimtrootioDS, aectioD 13) 



Metal cbtmnesre. 

Milling machines. 

Motors. 

Pipe cutting and threading 

chines. 
Planers. 

Pneumatio hammera. 
Power equipment. 
Punches. 
Riveters. 
Saws. 
Shafting. 
Shapeis. 
Slotten. 

Stationary engines. 
Steam hammers. 
Vises. 

Welding machines. 
Woodworking machines. 



Air oompresBors. 

Ash conveyors. 

Belting. 

Blowers. 

Boilers for furnishing power. 

Boring machines. 

Cars, motor. 

Cars, push. 

Cranes. 

Drill presses. 

Drilling machines. 

Drop tables. 

Forges. 

Framing machines. 

Furnaces. 

Grinding and polishing machines. 

Hoists. 

Hydraulic jacks. 

Lathes. 

lifting magnets. 

Nora A. — The cost of power plant machineiy and other apparatus 
for shop purposes, when located in distinct buildings, shall be included in 
account No. 45, "Power plant machineiy." 

NoTB B. — The cost of foundations other than thoee special to par- 
ticular machines and other apparatus shall be included in the cost of the 
building, and not in this account. 

45. POWER PLANT MACfflNERY. 

This account shall include the cost of machinery and other 
apparatus for generating power in power plants used for the 
operation of trains and cars, or to furnish power, heat, and light 
for stations, shops, or general purposes, including the cost of 
special foundations and installation. 

OBTAILB OF POWER PLANT ICACHINBBT 

(See general instructions, section 13) 



Ammeters. 

Batteries. 

Belting. 

Boiler-room appliances and tools. 

Boilers and fittings. 

Boosters. 

Cables. 

Circuit breakers. 

Clutches. 

Conductors. 



Cranes. 
Cut-outs. 
Draft machinery. 
Dynamos. 
Economisers. 

Electric-power distribution sys- 
tems, interior. 
EIngine-room appliances and tools. 
Feed-water heaters. 
Furnaces. 
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Generaton. 

Globes. 

Haogers. 

Heating apparatUB. 

Hoists. 

Insulatora. 

Lamps. 

Lighting apparatus. 

Lubricating devices. 

Machinery and foundationa. 

Mechanical stokers. 

Piping. 

Poles. 

Pumps. 

Purifiers. 



Rheostats. 
Sewer connections. 
Shafting. 

Stationary engines. 
Steam distribution systems. 
Steam fittings. 
Switchboards. 
Tanks. 

Transformers. 
Turbines. 
Voltmeters. 
Water meters. 
Water wheels. 
Wires from generators or 
formers to switchboard. 



NoTB A. — The cost of power machinery and other apparatus installed 
in a shop as part of the shop equipment shall be included in account 
No. 44, "Shop machinery." 

NoTB B. — The cost of power machinery and other apparatus installed 
in stations and offices and used solely for station and office purposes 
shall be included in account No. 16, "Station and office buildings." 

NoTB C. — The cost of power machinery and other apparatus in plants 
used solely for operating signals and interlockers shall be included in 
account No. 27, "Signals and interlockers." 

NoTB D. — The cost of foundations other than those special to par- 
ticular machines and other apparatus shall be included in the cost of 
the building, and not in this account. 



46. POWER SUBSTATION APPARATUS. 

This account shall include the cost of machinery and other 
apparatus, including the cost of special foundations and installa- 
tion, for transforming or storing power in power substations used 
for the operation of trains and cars, and for power, heat, and 
light for stations, shops, or general purposes. 



DSTAILS OF POWXB SUBSTATION APPARATUS 

(See general instructions, section 13) 
Rotary converters. Switchboards. 



Storage batteries. 



Transformers. 



NoTB A. — ^The cost of constructing machinery and other apparatus 
for transforming or storing power shall be included in account No. 45, 
'* Power plant machinery." when such equipment is contained in a power 
plant. 

NoTB B. — The cost of foundations other than those special to par* 
ticular machines and other apparatus shall be included in the cost ol 
the building, and not in this account. 
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47. UNAPPLIED CONSTRUCTION MATERIAL AND 
SUPPLIES. 

This account shall include the cost of material and suppUes 
located at the point of use which have been purchased for xm>- 
jected new roads and road extensions. 

The purpose of this account is to exclude from the current 
assets the cost of supplies and unapplied material which are 
located for use on projected new roads and roads extensionSy 
under the condition that the material will not be used for other 
purposes. 

Nora A. — Material and suppliee designed for projected new loada 
and road eztensionB which are carried in storehouses and store yards 
and included in the general stock of an operating company shall he iii- 
eluded in balance-sheet account No. 716, " Materials and supplies." 

NoTB B. — ^The cost of unapplied materials and supplies on hand at 
the completion of construction work shall be transferred to balaaoe- 
sheet account No. 716, '* Materials and supplies.*' 

n. EQUIPMENT. 

The several primary accounts included in this general account 
are designed to show the cost of the several classes of equip- 
ment owned by the carrier, or held under equipment trust 
agreements for purchase. 

To the appropriate primary accounts in this general account 
shall be charged the cost of all equipment, such as steam locomo- 
tives, electric locomotives, passenger-train cars, freight-train 
cars, work equipment, floating equipment, and the necessary 
appurtenances, furniture, and fixtures first to equip for service, 
including the cost of inspection, setting up, and trying out, and 
transportation over foreign lines; also the cost of additions, such 
as headlights, mechanical stokers, power brakes, vestibules, 
machinery for self-propulsion, heating and lighting apparatus, 
and the like; and the excess cost of betterments, such as im- 
proved appliances, parts, or appurtenances, over the cost at 
current prices (as new) of the appliances, parts, or appurtenances 
removed. The cost of removing the old appliances and apply- 
ing the improved shall be charged to Operating Ebcpenses. 

The ledger value of each unit of equipment shall be credited 
to the appropriate equipment account when it is retired from 
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service. The amount of this credit shall be concurrently charged 
as follows: 

The amount of the balance in the balancensheet accrued de- 
preciation account with respect to the equipment thus retired 
shall be charged to that account; the salvage recovered shall be 
charged to the materials and supplies account or elsewhere, 
according to the purpose for which used; the amount of de- 
preciation prior to July 1, 1907, not previously written off or 
provided for, shall be charged to Profit and Loss; and the re- 
mainder shall be charged to the appropriate operating expense 
account for equipment retired. The cost of demolishing the 
equipment, if demolished by or for the carrier, shall be charged 
to the appropriate operating expense account for equipment 
retirements. 

When the cost of the renewals to be made to any unit of equip- 
ment will constitute the major portion of its value as renewed, 
when taken out of service, shall be considered as retired and 
accounted for as provided in the preceding paragraph, and for 
the purpose of this classification the renewed equipment shall 
be considered an addition and the appraised cost thereof shall 
be included in the account appropriate for the cost of the equip- 
ment. In no case shall the charge for the renewed equipment 
exceed the cost (at current market prices of labor and material) 
of new equipment of similar type, equal capacity, and equal 
expectation of life in service, less a suitable allowance on account 
of the secondhand parts remaining therein. 

When equipment of one class is converted so as to be includible 
in another class, the accounting shall be as provided in general 
instructions, section 11. 

When an important addition and betterment project or the 
construction of new lines necessitates the purchase of equip- 
ment to be used exclusively therein, the cost of such equipment 
shall be included in the accounts representing the cost of the 
work, and no charge shall be made to Operating Expenses for de- 
preciation on such equipment while the cost remams so charged. 
The amount realized from any subsequent sale, or the appraised 
value of the equipment retained after the completion of the 
special work for which it was purchased, shall be credited to the 
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accounts chaiged with its cost. The appraised value of saeh 
equipment retained shall be debited to the appropriate primary 
account herein, and thereafter, for the purposes of accounting, 
such appraised value shall be considered as the cost of the equip- 
ment. 

When secondhand equipment acquired is in such physical 
condition that it is necessary to make extensive repairs to it to 
bring it up to the standard required by the carrier, the cost of 
such repairs shall be included in the account appropriate for the 
cost of the equipment. A comprehensive statement of the 
amount estimated to be necessary to rebuild secondhand equip- 
ment in accordance with the above provision shall be furnished 
to the Commission as soon as the estimate is made. 

61. STEAM LOCOMOTIVES. 

This account shall include the cost of steam locomotives and 
tenders, purchased or built by the carrier, and of appurtenances, 
furniture, and fixtures necessary to equip them for service, in- 
cluding the cost of inspection, setting up, and trjdng out after 
receipt from builders, and transportation charges to the carrier's 
line. 

LEST OF APPUBTBNAKCS8 TO LOCOMOTIYBS 

(See general instnictions, section 13) 

Aii^brake equipment and hose. Metallic packing. 

Arm rests. Pneumatic sanding equipment. 

Awnings. Seat boxes. 

Brake fixtures. Signal lamps. 

Cab cushions. Speed recorders. 

Cab lamps. Steam-gauge lamps. 

Clocks. Steam-heat equipment and hose. 

Coal boards. Storm doors. 

Fire-extinguishing apparatus. Tool boxes. 

Gongs. Train-signal equipment and hose. 

Head lamps. 

52. OTHER LOCOMOTIVES. 

This account shall include the cost of locomotives other than 
steam, purchased or built by the carrier, and of appurtenances, 
furniture, and fixtures necessary to equip them for service, in- 
cluding inspection, setting up, and trying out after receipt from 

builders, and transportation charges to the carrier's line. 

NoTB. — Cars with motor equipment are not to be classed as locomo- 

tlTOS. 



APPENDIX A 



«S7 



63. FREIGHT-TRAIN CARS. 

This account shall include the cost of freight-train cars of all 
classes, including motor-driven cars, purchased or built by the 
carrier, including all appurtenances, furniture, and fixtures 
necessary to equip them for service, and the cost of inspection 
and transportation charges to the carrier's line. 



Uar OF FBUOBT^nUIN CJLBB 

(See seneral instnictions, section 13) 



Ballast (oomineroial). 

Beer. 

Box. 

Cabin. 

Caboose. 

Charcoal. 

Coal. 

Coke. 

Dump (commercial). 

Flat. 

Fruit. 

Furniture. 

Gondola. 

Gondola (hopper). 

Gondola (loxig). 



Gun truck. 
Hay. 
lime. 
Logging. 
Oil tank. 
Ore. 

Platform. 
Poling. 
Poultry. 
Pktxluce. 
Rack. 

Refrigerator. 
Stock. 

Tank and water (when used 
oonmieroial oars). 



LIST OF APPUBTINAHOaS TO FRUOHT-TBAIN OABS 

(See general instructions, section 13) 



Aii^brake equipment, including 

hose. 
Cooking equipment and utensils. 
Cushions. 

Heating equipment. 
Ice boxes. 



Lamps and fixtures. 

Seats. 

Speed recorders. 

Train-signal equipment, including 

hose. 
Water tanks. 



Note. — The cost of motor equipment of cars shall be included in ao- 
coimt No. 55, " Motor equipment of cars.' 



tf 



64. PASSENGER-TRAIN CARS. 

This account shall include the cost of passenger-train cars 
of all classes, including motor-driven cars, purchased or built by 
the carrier, including all appurtenances, furniture, and fixtures 
necessary to equip them for service, and cost of inspection and 
transportation charges to the carrier's line. 



2S8 
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LUT OF PAflSmaiB-TRAIM 0AB8 

(See senend instraotions, section 13) 



Baggace. 




Mail. 


Baggage mpieM 




Milk. 


Baggage-mail. 




Observation. 


Baggage-mail-eziweiB. 




Parior. 


Bu£Fet. 




Parior-baggage. 


CM. 




Passenger. 


Chair. 




Passenger-baggage. 


Club. 




Passenger-baggage-maiL 


Coloniat. 




Postal. 


Dining. 




Relrigeratoi^«zprees. 


Eizpireas. 




Sleeping. 


Immigrant. 




Smoking. 


Libraiy. 




Tourist. 


LIST OF APPinRSN AHCB8 TO PAflSBKOBB-TBAIV GABS 


(See general infltruotions, section 13) 


Air-brake equipment, 


including 


Mail catchers. 


hose. 




Parcel racks. 


Bedding. 




Ranges and boilers. 


Chairs. 




Seats. 


Coat hooks. 




Speed recorders. 


Curtains and fixtures. 




Steam-heat hose. 


Cushions. 




Table china. 


Electric bells. 




Table glassware. 


Floor coverings. 




Table linen. 


Heating equipment. 




Table silver. 


Ice boxes. 




Toilet equipment. 


Ice tanks. 




Train-signal equipment, including 


Kitchen equipment and utensils. 


hoee. 






Water tanks. 



NoTB. — ^The cost of motor equipment of cars shall be included in ac- 
count No. 66, ** Motor equipment of cars.' 



If 



65. MOTOR EQUIPMENT OF CARS. 

This account shall include the cost of motor equipment of all 
cars, including the wiring for such electric equipment. 

DSTAILS OF MOTOR BQUIPMBNT 

(See general instructions, section 13) 



Batteries, storage. 

Circuit breakers. 

Controllers. 

Engines, internal-combustion. 

Generators. 

Lightning arresters. 

Motors. 



Overload switches. 
Rheostats. 
Switches. 

Third-rail contact. 
Trolley poles. 
Trolleys. 
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56. FLOATING EQUIPMENT. 

This account shall include the cost of marine or floating equip- 
ment of all kinds except work equipmenti purchased or built 
by the carrier, indudir^ all appurtenances, furniture, and fix- 
tures necessary to equip it for service, and cost of inspection 
and transportation charges to the carrier's line. 

LIST OF VLOATIMCI SQUIFMSIIT 

(See senenl instruotiooB, eeotion 13) 



Barges. 

Canal boats. 

Car and other floats. 

Ferryboats. 

Lighters. 

Power launches. 



Power lighters. 

Scows. 

Steamuoats. 

Steamships. 

Transfer boats. 

Tugboats. 



LI9T OF APPUBTlMAlVCaS TO FLOATINO agUIPimiT 

(See general instructions, section 13) 



Anchors. 

Axes. 

Barometers. 

Beds and bedding. 

Binnacle lamps. 

Blocks and tackle. 

Boilers and foundations. 

Cables. 

Capstan bars. 

Carpets. 

Charts. 

China, crockery, and glassware. 

Chronometers. 

Clocks. 

Compasses. 

Counters. 

Desks. 

Engines and foundations. 

Fire buckets. 

Fire extinguishers. 

Floor coverings. 

Flue cleaners. 

Furniture. 

Gangplanks. 

Hatchets. 

Heating ecjuipment. 

Hoisting ecjuipment. 

Hooks. 

Keys. 

Kitchen equipment. 

Life 



Tiighting equipment. 

Linen. 

Lines. 

Logs. 

Machinery and foundations. 

Masts. 

Oilcans. 

Pianos and other musical in« 

struments. 
Pumps. 
Racks. 
Railings. 

Rigging. 

Safes. 

Sails. 

Scales. 

Seats, chairs, and cushions. 

Shovels. 

Slice bars and pokers. 

Spyglasses. 

Steam distribution systems. 

Steering equipment. 

Telescopes. 

Ticket cases. 

Tool boxes. 

Tools, miscellaneous. 

Tracks on car floats. 

Ventilating equipment. 

Wrenches. 
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67. WORK EQUIPMENT. 

This account shall include the cost of work eqoipmeat^ in- 
cluding motor-driven equipment, purchased or buHt by the 
carrier; cost of appurtenances, furniture, and fixtures necessaiy 
to equip it for service, and cost of inspection and transportatioo 
chaiiges to the carrier's line. 



LI9T OP BAIL WORK SQUIPimiT 

(See general instniotionB, ■ection 13) 



Air-brake inBtruotion oara. 


Painters* cara. 


Ballast oaia. 




Pay cars. 


Ballaat unloader 


cars. 


PUe drivers (mounted). 


Boarding oara. 




Rail saws (mounted). 


Bridge cars. 




Salt cars. 


BuainesB cars. 




Sanding cars. 


Camp oara. 




Scale test cars. 


Cinder cars. 




Scraper cars. 


Concrete mizere 


(mounted). 


Snow dosers. 


Derrick cars. 




Snow drags. 


Dirt spreaders (mounted). 


Snow plows (moved by but not 


Ditching cars. 




attached to locomotives). 


Dump cars. 




Springling cars. 


Dynamometer cars. 


Steam shovels. 


Gas tank cars. 




Steam wrecking derrioks. 


Grading cars. 




Supply cars. 


Gravel cars. 




Sweeper cars. 


Indicator cars. 




Tool cars. 


Locomotive tanks used perma- 


Tool and block cars. 


nently as water cars. 


Water cars. 


Locomotives. 




Weed burners (mounted). 


OflSoers' cars. 




Wrecking cars. 


Gut&t cars. 








UBT OF FLOATINO 


WOBK BQUIPICKNT 




(See general instructions, section 13) 


Derricks. 




Pile drivers. 


Dredges. 







▲PPUBTBNANCES TO rLOATDrO WOBK BQUIPMBHT 

(See general instructions, section 13) 



Anchors. 

Axes. 

Barometers. 

Beds and bedding. 

Blocks and tackle. 

Boilers and foundations. 

Cables. 

China, crockery, and glassware. 

Compasses. 



Ciishions. 

Desks. 

Engines and foundations. 

Fire extinguishers. 

Fire buckets. 

Floor coverings. 

Flue cleaners. 

Gangplanks. 

Hatchets. 
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Hestmg equipment. 

Hoisting equipment. 

Hooks. 

Keys. 

Life preservers. 

Lighting equipment. 

Linen. 

Lines. 

Machinery and foundations. 

Masts. 

Oil cans. 

Pumps. 



Rakee. 



Sails. 

Seats and chairs. 

Shovels. 

Slice bars and pokers. 

Steam distribution systems. 

Steering equipment. 

Tool boxes. 

Tools, miscellaneous. 

Wrenches. 



NoTB. — The cost of motor equipment of oars shall be included in 
count No. 55, " Motor equipment of cars." 



58. MISCELLANEOUS EQUIPMENT. 

This account shall include the cost of horses and hamess; and 
cost of wagons, automobiles, and other highway vehicles. 



m. GENERAL EXPENDITURES. 

The primary accounts of this general account are designed to 
include expenditures made in connection with the acquisition 
and construction of original road and equipment, and with ex- 
tensions, additions, and betterments to road and equipment 
property, when such expenditures can not properly be included 
in any of the foregoing accounts as a part of the cost of any 
specific work. When assignable, such expenditures shall be 
included in the cost of the property in connection with which 
the expenditures occur. 

71. ORGANIZATION EXPENSES. 

This account shall include all fees paid to governments for the 
privilege of incorporation, and office and other expenditures 
incident to organizing the corporation and putting it in readiness 
to do business; cost of preparing and distributing prospectuses; 
cost of soliciting subscriptions for stock; cash fees paid to pro- 
moters, and the actual cash value (at the time of the organizer 
tion) of securities paid to promoters for their services in organiz- 
ing the enterprise; special counsel fees; cost of preparing and 
issuing certificates of stock; cost of procuring the neoessary 
certificates from State authorities; and other like oosta. 



848 AFEENDIX A 

Nan.— Goal of •oHoUiiig lor Iomm or f or tfio «fo of boadi or ottv 
No. 736. "DteMint on fasdod debt.** 

72. GENERAL OFFIGEBS AND CLERKS. 

This acooont dudl indude the pay and e Kp enMB of eiBOUliv e 
and general officers and of gsoeral office cieriGB engaged eaBofai- 
Bively in connection with the conetniction of new road and 
extenaiong. 



Nora. — Thi9 MdariM and aipentw .of asaeathra and aonand 
and of eanaral oflloa olarka an^^ed in coonaotion with tha aondttat oC 
aonunardal operationa during tha pariod baf ora tha zagakr oparation 
of layanoa traina ahall ba inolndad in aooount No. 40, "Ravantiaa and 
oparating laqpanawa during oonatruction.*' 

73. LAW. 

ThiB aooount ahaU indude specifio and distinct expeodituieSy 
not provided for ebewfaere, for law service in connection with 
the acquisition of new road, road extensions, additions, and 
bettennents, such as pay and expenses of counsd, soUettors, and 
attomejB, their deris and attendants, and eipflnees of thdr 
offices. 

ITBMB OF nCPBHBB 

(See general instnictiona, aection 13) 

Arfaitratora* serviGea in aettlement Legal reports. 

of disputed questions. Notarial fees not provided for 

Ckwt of taking depositions. elsewhere. 

Coat of testimony. Office expenses. 

Coats of suits. Printing of briefs, testimony, etc. 

Court bonds. Rent of offices. 

Court expenses. Special fees. 

Express ohargea. Telegraph aervice. 

Faaa and retainers of attomaya not Telephone service. 

regularly employed. Traveling expenses. 

Law books. Witness fees not provided for elae- 

Lagal forma. where. 

Nora. — Court ooats and special counsel fees in connection with tha 
aoquirition of land for transportation operations shall be included in 
aooount No. 2, *'Land for transportation purposes." 

74. STATIONERY AND PRINTING. 

This account shall include the cost of stationery, stationery 
supplies, postage, office devices, and printed matter used l^ 
any class of employees in connection with construction and not 
provided for else^ere. 



APPENDIX A 



24S 



mnCB OF aTATIOHBBT AXD PBIHTOia 

(See general iostruotions, section 13) 



Adding machines. 

Addiessographs and supplies. 

Arm rests. 

Binders. 

Blank books. 

Blotters. 

Blotting paper. 

Bristol board. 

Calculating machines. 

Calendars. 

Carbon paper. 

Cardboard. 

Cards, blank and printed. 

Circulars. 

Computing tables. 

Copy (impression) books. 

Copying brushes. 

Copying presses. 

Crayons. 

CrossHsection books. 

Cross-section paper. 

Cyclostyles. 

Dating stamps and ribbons. 

Dictaphones. 

Dictographs. 

Drawing paper. 

Duplicators. 

EUectric pens. 

Envelopes. 

Erasers, rubber and steel. 

Eyelet punches. 

Eyelets. 

File boxes. 

Forms, blank and printed. 

Fuel tickets. 

Glass pens. 

Hectographs. 

Indexes. 

Ink for writing and drawing. 

Inkstands. 

Invoice books. 

Legal cap paper. 

Letter paper. 

Manifold paper. 

Manifold pens. 

Mimeographs. 

Mucilage. 

Mucilage brushes. 

Neostylee. 



Note paper. 
Notices. 

Numbering stampt. 
Oilpaper. 
Paper. 

Paper baskets. 
Paper dips. 
Paper cutters. 
Paper fasteners. 
Paper files. 
Paperweights. 
Papyrographs. 
Parchment paper. 
Pencil sharpeners. 
Pencils for writing and drawing. 
Penholders. 
Penracks. 

Pens for writing and drawing. 
Phonographs and records. 
Pins. 
Postage. 

Punches (not conductors* or bag- 
gagemen's). 
Rubber bands. 
Rubber stamps. 
Rulers. 
Ruling pens. 
Scrapbooki. 
Sealing wax. 
Seals. 
Shears. 

Shipping tags. 
Shorthand notebooks. 
Sponge cups. 
Sponges. 

Stamps, impression. 
Stylographs. 

Tablets, blank and printed. 
Tape. 

Telegraph blanks. 
Time-tables. 

Tissue (impression) paper. 
Tracing doth. 
Tracing paper. 
Twine. 

TsrpewritOB and ribbons. 
Wage tables. 
Wastebaskets. 
Water oolois. 
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Water holden. Wrapping paper. 

WaybiUe. Wringem for oopyiDg 

NoTB A. — The cost of printing bonda. etc., in oonneotion with the 
carrier's funded debt shall be included in balance-sheet account No. 725, 
'* Discount on funded debt." 

NoTB B. — The cost of stationery and printing, when assignable, shall 
be included in the cost of the property in connection with the aoquiva- 
ment or construction of which the expenditure occurs. 

76. TAXES. 

This account shall include State, county, township, city, 
school, road, annual franchise, and all other taxes and aasess- 
ments levied and paid on property belonging to the carrier during 
construction and before the facilities are used for commercial 
operations, except special assessments for street and other im- 
provements chargeable to account No. 86, "Paving," or No. 39, 
''Assessments for public improvements." 

NoTB. — Taxes during construction, when assignable, shall be included 
in the cost of the property acquired or constructed. 

76. INTEREST DURING CONSTRUCTION. 

When any bonds, notes, or other evidences of indebtedness 
are sold, or any interest-bearing debt is incurred for acquisition 
and construction of original road and equipment, extensions, 
additions, and betterments, the interest accruing on the part 
of the debt representing the cost of property chargeable to road 
and equipment accounts (less interest, if any, allowed by de- 
p>06itaries on unexpended balances) after such funds become 
available for use and before the receipt or the completion or 
coming into service of the property so acquired shall be charged 
to this account. 

When such securities are sold at a premium the proportion of 
such premium assignable to the time between the date of the 
actual issuance of the securities and the time when the property 
acquired or the improvement made becomes available for service 
shall be credited to this account. 

This account shall also include such proportion of the dis- 
count and expense on funded debt issued for the acquisition of 
original road, original equipment, road extensions, additions, 
and betterments, as is equitably assignable to the period between 
the date of the actual issuance of securities and the time when 
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the property acquired or the improvement made becomes avafl- 
able for the service for which it is intended. The proportion of 
discount and expense thus chargeable shall be determined by 
the ratio between the period prior to the completion or coming 
into service of the facilities or improvements acquired and the 
period of the entire life of the securities issued. 

This account shall also include reasonable charges for in- 
terest, during the construction period before the property be- 
comes available for service, on the carrier's own funds expended 
for construction purposes. 

Note A. — Interest on bonds, notes, or other evidences of indebtedness 
accruing before the proceeds from the sale of the secuiities become avail- 
able for use shall not be included in this accotmt, nor shall there be in- 
cluded any interest accruing after the property with respect to which 
the proceeds are expended is received or becomes available for use in 
connection with commercial service. 

NoTB B. — If any securities which have been issued or assumed by 
the carrier are sold or exchanged by or for the carrier for a consideration 
the actual money value of which at the time of such sale or exchange is 
less than the value of the securities at par and the accrued interest 
thereon, if any, the difference between the money value of the considerap 
tion received and the par value of the securities plus the accrued interest 
shall be deemed a discount. In no case (except as provided in the third 
and fourth paragraphs of this account) shall discounts be included as 
part of the cost of anything charged to any account prescribed in this 
classification. 

Note C. — For definition of securities aduaUy iattud, see Note B, 
under general balance-sheet account No. 755, "Funded debt unma- 
tured." 

NoTB D. — Whenever interest, premium, or disooimt assignable to 
the construction period is incurred in connection with an expenditure 
covered by some specific road and equipment account or accounts, such 
interest, premium, or discount shaU be charged directly to the specific 
accounts to which it is related. 

77. OTHER EXPENDITURES— GENERAL. 

This account shall include all expenditures of a special and 
incidental nature in connection with the acquisition and con- 
struction of original road and equipment, road extensions, addi- 
tions, and betterments which can not properly be included in 
any other account in this classification. 
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1. Operating accounts 247 

2. Unaudited items affecting operating accounts 249 

3. Delayed items 249 

4. Miscellaneous operations 250 

5. Submission of questions 250 

GENERAL INSTRUCTIONS 

The carrier's records shall be kept with suffident par- 
ticularity to show fully the facts pertaining to all entries 
niade in the accounts provided herein for railway operar 
tions. Where the full information is not recorded in the 
general books, the entries therein shall be supported by 
other records in which the full details shall be shown. 
Such general book entries shall contain sufficient refer- 
ence to the detail records to permit ready identification, 
and the detail records shall be filed in such manner as to 
be readily accessible for examination by representatives 
of the Interstate Conunerce Commission. 

1. Operating Accounts. — ^The accounts of this classification 
are designed to show the revenues and expenses (including the 
maintenance of the facilities used) of the carrier's railway opera* 
tions, including rail-line transportation! water-line transporta- 
tion, if any, and services incident to transportation. 

Tranaportatum includes the recdpt, conveyance, and delivery 
of traffic. 

BaU4ine transportation includes not only the convQsranoe of 

Mr 



248 APPENDES B 

traflSc over tracks, but also the necessary conveyance by water 
transfers (ferriage, lighterage, and floatage) either betweea 
track terminals or between track terminals and points not 
reached by tracks, such as the water transfers at present opet' 
ated by carriers having track terminals at New York harbor, 
and the water transfers at present operated by the — 

Ann Arbor Railroad Company between Frankfort, Mich., 
and Manistee, Mich., Menominee, Mich., Kewaimee, Wis., and 
Manitowoc, Wis. 

Atchison, Topeka & Santa Fe Railway Company between 
Ferry Point, Cal., and San Francisco, Cal. 

Morgan's Louisiana & Texas Railroad & Steamship Company 
across the Mississippi River near New Orleans, La. 

Nashville, Chattanooga & St. Louis Railway between Incline, 
Ala., and Gunters Landing, Ala. 

New York, Philadelphia & Norfolk Railroad Company be* 
tween Cape Charles, Va., and Norfolk, Va. 

Southern Railway Company between Pinners Point, Va., and 
Norfolk, Va. 

Southern Pacific Company between Oakland, Cal., and San 
Francisco, Cal. 

Water4ine transportation includes the transportation of local 
traffic from port to port, and the transportation of both local 
and inter-line rail and water-line traffic from port to port, such 
as the water-line transportation operations at present con- 
ducted by the — 

Baltimore, Chesapeake & Atlantic Railway Company on 
Chesapeake Bay and the Potomac River. 

Central Rcdlroad Company of New Jersey between New 
York, N. Y., and Atlantic Highlands, N. J. 

Erie Railroad Company between Buffalo, N. Y., and Mani- 
towoc, Wis., Milwaukee, Wis., and Chicago, III. 

Southern Pacific Company between New York, N. Y., and 
New Orleans, La.; between New York, N. Y., and Galveston, 
Tex.; between New Orleans, La., and Habana, Cuba; and be- 
tween San Francisco, Cal., and Sacramento, Cal. 

Incidental revenues from meals, liquors, books, periodicals, 
etc., sold on vesseb, have, because of established practice, been 
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provided for in the primary accounts included in revenue gen- 
eral account II, Transportation — Water Line. 

Carriers are at liberty to subdivide the general and primary 
accounts here given, but if this option be exercised a statement 
of the accounts adopted shall be filed in the office of the Division 
of Carriers' Accounts of the Interstate Commerce Conmiission. 

Tlie carrier means the accounting carrier, except when other- 
wise specifically indicated. 

2. Unaxjdited Itbms Afpbctino Operating Accounts. — 
When for any cause the amount of any item afifecting operating 
revenues or operating expenses can not be accurately deter- 
mined in time for inclufflon in the accounts of the month in which 
the transaction occurs, the amount of the item shall be esti- 
mated and in such form charged or credited to operating ac- 
counts and credited to balancensheet account No. 778, ''Other 
imadjusted credits," or charged to balance-sheet account No. 
727, ''Other unadjusted debits,'' as may be appropriate, the 
necessary adjustments being made later when the item is au- 
dited. The carrier is not required to anticipate minor items 
which would not appreciably affect the operating accounts. 

3. Delayed Items. — ^When no provision has been made 
through entries in the accounts of these classifications for an- 
ticipating delayed items chargeable or creditable to the ac- 
counts herein, and the amount of any such item is relatively so 
large that its inclusion in the accounts for a single year would 
seriously distort those accounts, the carrier, if so authorized upon 
application to the Interstate Conm:ierce Commission, shall 
distribute to Profit and Loss so much of the amount as may be 
authorized. 

The carrier shall file with the Commission for approval the 
full particulars concerning each such item and the reasons which, 
in its judgment, indicate the propriety of such accounting. 

When the amount of a delayed item is relatively so large that 
its inclusion in the accounts for a single month will seriously dis- 
tort those accounts it may be distributed in equal monthly 
charges to the remaining months of the current fiscal year. 

Delayed itema are items representing transactions which oc- 
curred before the current fiscal year. 
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4. M18CXLLAMXOU8 QpKBATiONB.— The levame and a- 
peDBBB of miaodlaiieoufl operations involving the use of Budi 
fadlitiee as hoteb and restaurants, power plants, CQld-«toia0B 
plants, coal-storage plants, cotton-oompresB plants, wood- 
preserving plants, ice^nipply plants, etc., shall not be included 
in the accounts of this clasdfication when the facilities used are 
distinct from those used by the carrier in the service of trans- 
portation or in the maintenance of facilities used in transport*- 
tion service, and the operations are not incident to such SOTvioe. 
(See income accounts No. 502, ''Revenues from miscellaneous 
operations," and No. 534, ''Expenses of nuscdlaneous opera- 
tioos," and balance-sheet account No. 705, "Miscdlaneous 
physical property.") 

5. SuBifisaioN OF QuxsnoNa— To the end that unifonnity 
of accounting may be maintained from year to year, carriers 
shall submit all questions of doubtful interpretaticm of the 
counting rules to the Conmiission for consideration and decision. 

OPERATING REVENUE ACXX)UNTS 



SPECIAL INSTRUCTIONS p^^^^ 

1. Accounts for operating revenues 252 

2. Interpretation of item lists 253 

GENERAL ACCOUNTS 

I. Transportation — ^Rail Linb 253 

II. Transportation — ^Watbr Linr 280 

III. Incidental 264 

IV. Joint Facility 268 

PRIMARY ACCOUNTS 

I. Transportation— Rail Linb — 

101. Freight 253 
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SPECIAL INSTRUCTIONS 



1. AooouMTB FOB Opbratino Rbvenues.-— The aeooontfl 
provided for operating revenues are designed to show amounts 
of money which a carrier becomes entitled to receive from trans- 
portation and from operations incident thereto. 

Credits to the revenue accounts shall as nearly as practicable 
be upon the bads of accruals of revenue. 

No charge shall be made against the accounts of this classifica- 
tion for amounts representing tariff charges which for any cause 
are imcollected, the service for which the charge is made having 
been properly performed and individuals or companies being 
liable for the charges. 

Uncollectible charges against individuals and companies, 
representing tariff charges for transportation service rendered 
for which such individuals and companies are liable, shall be 
charged to income account No. 533, '^ Uncollectible railway 
revenues." This includes items such as charges where credit 
has been extended and the debtor becomes insolvent, and also 
uncollectible undercharges discovered after the service has been 
rendered. 

UncoUected tariff charges on imclaimed and refused ship- 
ments of freight, such refused shipments having been transported 
in accordance with the contract of shipment, shall be charged 
to a suspense account, to which shall be credited, to the extent 
of the tariff charges included therein, the proceeds derived from 
the sale of such unclaimed and refused freight. When the excess 
of the tariff charges over the amount realized from the sale of 
the freight is found to be uncollectible, it shall be cleared to 
income account No. 533, "Uncollectible railway revenues." 

When the amount realized from the sale of such uncl^med and 
refused freight exceeds the amount of the tariff charges for the 
transportation thereof, the excess (if lawfully retained by the 
carrier) shall be credited to profit and loss account No. 607, 
" Miscellaneous credits." 

The carrier's tariff charges on lost, destroyed, or damaged 
shipments, for which charges neither consignees nor consignors 
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are liable, shall be charged to the revenue accounts previously 
credited. 

Overcharges, when discovered, shall be credited to balance- 
sheet account No. 778, "Other unadjusted credits," and when 
found to be unrefundable, shall be cleared to profit and loss ac- 
count No. 605, "Unrefundable overcharges." 

2. Interpretation of Item Lists. — ^lists of items to be 
credited and of items to be charged have been given as a part 
of the text of this classification for the purpose of clearly indicat- 
ing the application of the accounting rules. They are not to 
be considered as comprising all the items creditable or chargeable 
to the several accounts, but merely as representative of them. 

The items contained in the lists of items to be charged to the 
respective accounts are chargeable only when such items have 
been, through oversight, included in the credits to the accounts, 
or they are items of revenue payable to othenB for service to be 
rendered in accordance with the tariff provisions applicable to 
the rates upon which the credits to the several accounts have 
been based. 

TEXT PERTAINING TO OPERATING REVENUE 

ACCOUNTS 

I. TRANSPORTATION— RAIL LINE. 

The primary accounts included in this general account are 
designed to show amounts of money which the carrier becomes 
entitled to receive or which accrue to its benefit from service 
rendered in transporting property or persons by rail line. (See 
general instructions, section 1.) 

101. FREIGHT. 

This account shall include revenue from the transportation 
of freight and from transit, stop, and reconsigning privileges, 
upon the basis of lawful tariff rates. 

ITBMS TO BE CRKDITBD 

(See special instructions, section 2) 

(a) Revenue upon the basis of local freight tariff rates, regardless of 
class of train in which the freiRht is transported. 

(6) The carrier's proportion of revenue upon the basis of tbioufh 
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freight tariff ntes, rapudlefli of oImi of tnun on irfiidi tlie IMfbt ii 
transported. 

(e) Revenue from tnuiiporUtion of mafl matter, and eoiply mail 
pouohee, at freight tariff rates. 

(d) Revenue from transportation of freight on special trains at istei 
based on weights of shipments. 

(«) Revenue on basis of dsssifioations and freight tariffs from 
portation of caretakers of freight shipments. 

(/) Revenue from reoonsigning privileges. 

(a) Revenue from stop privileges. 

(h) Revenue from transit privileges. 

(i^ Revenue upon the basis of arbitraries out of freight ratea lor 
transfers (ferriage, lighterage, and floatage). 

ITBM8 TO BB CHABOBD 

(See special instructions, section 2) 

Amounts paid as bridge and ferry arbitraries on freight. 

Amounts paid for completing a haul. 

Amounts paid for elevation of freight. 

Amounts paid for switching services, in connection with the 
portation of freight, on the basis of switching tariffs, and allowanoea out 
of through rates, including amounts paid for switching empty can in 
connection with a freight revenue movement. 

Amounts paid for transferring freight between stations. 

Arbitraries and allowances to others for lighterage and wharfage. 

The carrier's proportion of overcharges resulting from the use of er- 
roneous rates, weights, classifications or computations. 

The carrier's proportion of refunds on account of errors in routing and 
billing. 

The carrier's proportion of uncollected revenue on freight lost or de- 
strojred in transit. 

The carrier's proportion of uncollected tariff charges on damaged shijH 
ments for which charges neither shipper nor consignee is liable. 

NoTB A. — Amounts paid for switching empty cars otherwise than in 
connection with loaded movements shall bo charged to operating ex- 
pense account No. 411, "Other expenses," except that amounts i>aid 
for switching equipment for repairs shall be included in the appropriate 
equipment repair accounts. 

Note B. — Other carriers' proportion of revenue and of uncollectible 
undercharges paid by the carrier on account of its errors in routing and 
billing shall bo charged to operating expense account No. 411, "Other 
expenses." 

Note C. — Other carriers' proportion of revenue paid by the carrier 
on freight lost, destroyed, or damaged in transit, for which neither con- 
signees nor consignors are liable shall be charged to operating exi>ense 
account No. 418, "Loss and damage — Freight." 

Note D. — When a lessee company transports freight over the tracks 
of another carrier on the basis of a proportion of revenues under a joint 
arrangement, it shall include the entire compensation in its revenues 
and statistics, charging the appropriate joint facility expense and rental 
accounts with the amounts paid the lessor company, and the lessor com- 
pany shall credit the corresponding accounts. 
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NoTB E. — The aoonied revenue derived from the transportation of 
cream, sweet milk, etc., on a basis of lawful tariffs at rates per package, 
regardless of weights, shall be included in account No. 109, '* Milk." 

NoTB F. — Revenue from the transportation of caretakers of freight 
shipments, when not included as a part of the freight charges on the 
waybill covering the freight shipments, shall be credited to account 
No. 102, "Passenger." 

102. PASSENGER. 

This account shall include the revenue from the transporta- 
tion of passengers, based upon tariff fares for passengers so 
transported; also from the transportation at special fares of 
excepted classes of passengers as provided by law. 

ZTBMB TO BX CBBDITBD 

(See special instructions, section 2) 

(a) Revenue upon the basis of local tari£F fares. 
lb) The carrier's proportion of revenue upon the basis of through 
tariff fares. 

(c) Revenue from extra fares on limited trains. 

(d) Revenue from additional fares for exclusive use of drawing rooms 
or state rooms. 

(e) Revenue from mileage and scrip coupons honored. 
(/) Revenue from transportation of corpses. 

(o) Revenue from transportation of pasMugers on special trains at 
fares based on tate per capita. 

(A) Revenue upon the basis of arbitraries out of passenger fares for 
water transfers (ferriage). 

ITBHB TO Bl CBABOXD 

(See vpedal instructionfl, section 2) 

Amounts paid as bridge and feny passenger arbitraries. 

Amounts paid for switching empty passenger-train cars in connection 
with the transportation of passengers on the basis of tariff fares for pas- 
sengers so transported. 

Amounts paid for switching services in completing a transportation 
movement. 

Amounts paid for transfening passengers or baggage between stations 
or connecting lines. 

Redemptions of unused and partially unused local passenger tickets. 

Refunds of extra fares on limited trains. 

Refunds of local tariff fares. 

The carrier's proportion of redemptions of unused and partially un- 
used through passenger tickets. 

The carrier's proportion of refunds of through tariff fares. 

The carrier's proportion of overcharges resulting from the application 
in error of fares in excess of tariffs. 

NoTB A. — Refundable cash fare penalty collections made by con- 
ductors, and the refundable portions of amounts derived from the sales 
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of mfleage tickets, znQease credentialfl, and scrip diall not be enditid 
to this account but to an appropriate suspense account. 

Note B. — This account shall be credited with the cash Taliie of eon- 
pons from mileage tickets and scrip only as they are honorod for tnos- 
portatiou. Gross receipts from mileage tickets and aorip when floU 
shall be credited to an open account. The open account shall be chaiied 
and this account credited with the cash value of coupons as honored. 

Note C. — When a lessee company transports psnfinngrri over the 
tracks of another carrier on the basis of a proportion of levenuee under a 
joint arrangement, it shall include the entire compensation in its l e v en u s s 
and statistics, charging the appropriate joint facility expense and rental 
accounts with the amounts paid the lessor company, and the Iwor oom* 
pany shall credit the corresponding joint facility accounts. 

NoTB D. — Amounts paid for switching empty passenger-trafai ears 
otherwise than in connection with loaded movements shall be charged 
to operating expense account No. 411, "Other expenses," except that 
charges for switching equipment for repairs shall be included in the ap- 
propriate equipment repair accounts. 

103. EXCESS BAGGAGE. 

This account shall include the revenue from the traniqxxrta- 
tion of baggage in excess of free authorized allowances on the 
basis of excess baggage tariff rates. 

To this account shall be credited the cash value of coupons 
from baggage scrip books only as the coupons therefrom are 
honored for transportation of excess baggage. 

Note A. — Revenue derived from the transportation of shipments of 
silk, fiflh, etc., in passenger trains at freight tariff rates shaU be included 
in account No. 101, "Freight." 

Note B. — Revenue derived from the transportation of packages, ar- 
ticles, dogs, etc., on passenger trains on the basis of passenger tariff 
rates shall be included in account No. 108, "Other passenger>train.'* 

Note C. — The refundable portions of amounts derived from the sale 
of baggage scrip books shall not be credited to this account. 

Note D. — ^The gross receipts from baggage scrip books when sold 
shall be credited to an open account. The open account shall be charged 
and this account credited with the cash value of coupons as honored. 

104. SLEEPING CAR. 

This account shall include the revenue from berth and seat 
accommodations furnished in sleeping cars on the basis of berth 
or seat rates for the space occupied. 

105. PARLOR AND CHAIR CAR. 

This account shall include the revenue from seat accommoda- 
tions furnished in parlor, observation, chair, and other special 
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passenger cars when operated in passenger-train service or in 
special-train service at seat rates for space occupied. 

106. MAIL. 

This account shall include the revenue from the transporta- 
tion of mail at established rates for specified routes; from the 
use of railway post-office cars when in carrier's service transport- 
ing mails; from the use of special mail facilities; and from bonuses 
for special mail transportation. 

To this account shall be charged fines and penalties imposed 
by the Government when not collected from agents or employees. 

Note. — The revenue from the transportation of mail matter and 
empty mail pouches on freight trains at freight tariff rates shall be in- 
cluded in account No. 101, '* Freight." 

107. EXPRESS. 

This account shall include the revenue from transportation 
of express matter and from use of facilities on trains and at sta- 
tions incident to such transportation. 

When a railway company transacts an express business through 
its regular railway organization, the revenue therefrom shall 
be credited to this account. 

Note. — ^When contracts for express privileges provide specific amounts 
for the rent of facilities at stations, such amounts shall be included in 
revenue account No. 142, "Rents of buildings and other property." 

108. OTHER PASSENGER-TRAIN. 

This account shall include the revenue from transportation 
incident to the operation of passenger trains, not provided for 
otherwise. 

LIST OF ITBlfS 

(See special instructions, section 2) 

(a) Revenue from transportation of packages, newspapers, articles 
dogs, etc., on passenger trains at other than freight or excess baggage 
rates. 

(6) Revenue received under a guaranteed lump-sum minimum for 
the transportation of passengers on regular or chartered trains, in excess 
of regular tariff fares for the passengers actually transported. 

(c) The carrier's proportion of revenue derived from the operation 
over its line of sleeping, parlor, chair, observation, and other special 
cars owned and operated by other companies. 

(d) Unclaimed penalty collections on trains. 
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(«) Vahie of tlM portions of mfl6aaetioketo,iiiil«MP»ooopoiia»aDdHHP 
books unpreseDted and unredeemad. 

109. MILK. 

This account shall include the revenue from the transportft- 
tion of creamy sweet milk, skim milk, sour milk, butteimilk, 
condensed milk, butter fat, and smearcase or pot cheese, apoo 
the basis of lawful tariffs at rates per package, legaidlesB of 
weights. 



NoTB. — ^The revenue from the tranqMrtation of milk upon tfie 
of lawful tariffs at rates per specified wdghts shall be inohided in nrmxam 
account No. 101, "Freight." 

110. SWITCHING. 

This account shall include the revenue from switching service 
upon the basis of lawful tariff rates. 

To this account shall be credited the carrier's revenue upon 
the basis of tariff rates, or the carrier's allowance out of throu^^ 
rates, from the switching of cars of all kinds, loaded or empty, 
either locally at a station or within a switching district, between 
coimecting lines, between local industries, or between conneet- 
ing lines and local industries; revenue upon the bads of distinct 
tariff rates for "trap-car" and "ferry-car" service and for 
spotting cars; also the revenue from interwork switching at 
industrial plants, and the revenue from "penalty switching" 
incident to the improper delivery of cars by other carriers. 

To this account shall be charged amounts paid others for 
switching when such switching service is provided for in the 
switching rate charged by the carrier. 

Note. — "PeDalty switching" charges paid by the carrier shall be in- 
cluded in expense account No. 411, "Other expenses." 

111. SPECUL SERVICE TRAIN. 

This account shall include the revenue from running trains 

either on the basis of a rate per mile or a lump-sum rate for the 

train. 

Liar OF rncMS 

(See special iDstnictions, section 2) 

(a) The carrier's revenue from handling boRgagc cars in special trains 
for theatrical companieH. 

(6) The carrier's revenue from handling circus or theatrical oomi>any 
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traini on bads of 8|>edfie amounts for tranaportatloD between designated 
stations. 

(c) The oarrier's revenue from running trains for Federal or State 
Governments to transport troops, war munitions, camp outfits, etc. 

NoTB A. — ^No account need be kept of the number of tons and ton- 
miles or of passengers and passenger-miles where the revenues from a 
train are properly creditable to this account. 

NoTB B. — ^The revenue derived from the transportation of freight 
and passengers on a special train, upon the basis of a rate per pound, 
per hundredweight, or per ton for freight, and a rate per capita for 
passengers shall be credited to revenue accounts No. 101, "Flight," 
and No. 102, "Passenger," in accordance with the charges for each 
dass of transportation service. Such trains shall be classified as freight, 
passenger, or mixed, as may be appropriate under the classification of 
train, locomotive, and car miles. 

112. OTHER FREIGHT-TRAIN. 

This account shall include the revenue from transportation in- 
cident to the operation of freight trains not otherwise provided f or, 
such as revenue in excess of tariff rates for the transportation of 
freight in revenue trains, with a guaranteed lump sum minimum. 

113. WATER TRANSFERS— FREIGHT. 

This accoimt shall include the revenue from the transfer of 
freight by water transfers (ferriage, lighterage, and floatage) 
upon the basis of lawful tariff rates for local service. 

NoTB. — ^No revenue shall be included in this account upon the basis 
of arbitraries out of rates for tranq;>ortation involving rail line hauL 

114. WATER TRANSFERS— PASSENGER. 

This account shall include the revenue from the transfer of 
passengers by water transf ens (ferriage) upon the basis of lawful 
tariff rates for local service. 

NoTB. — ^No revenue shall be included In this account upon the basis 
of arbitraries out of rates for transportation involving rail line con- 
veyance. 

116. WATER TRANSFERS— VEHICLES AND LIVE 
STOCK. 
This account shall include the revenue from the transfer by 
water transfers upon the baas of lawful local tariff rates, of 
vehicles of all classes; horses, cattle, and other animals; and 
Government artillery and equipment. 

NoTB. — No revenue shall be included in this account upon the basis 
of arbitraries out of rates for transportation involving nil line haul. 
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116. WATER TRANSFERS— OTHER. 

This account shall include the revenue from water tnuosfen 
not otherwise provided for, such as the revenue from towiqg 
beyond lighterage limits and all other towing for which an extra 
charge is made; insurance of freight afloat when billed out at 
other than cost; storage of freight afloat; grain overage in boals; 
pumping performed for outside parties; and from other similar 
sources. 

To this account shall be charged amounts payable to other 
companies or individuals for extra lighterage, extra towing, and 
for all other service when such payments represent revenue 
collected and credited to this account and not a direct expense. 

n. TRANSPORTATION— WATER UNE. 

The primary accounts included in this general account are 
designed to show amounts of money which the carrier becomes 
entitled to receive or which accrue to its benefit from service 
rendered in transporting property or persons by water lines. 
(See general instructions, section 1.) 

121. FREIGHT. 

This account shall include the revenue from the transportation 
of freight by water-line service upon the basis of lawful tariff 
rates. 

ITEMS TO BB CREDITEiD 

(See special instructions, section 2) 

(a) Revenue upon the basis of local freight tariff rates. 
(6) Carrier's proportion of revenue upon the basis of through tariff 
rates. 

(c) Revenue from the transportation of mail matter and empty mail 
pouches at freight tariff rates. 

(d) Revenue on the basis of classifications and freight tariffs from 
the transportation of caretakers of freight shipments. 

(e) Arbitraries allowed in rates for cargo insurance. 

ITEMS TO BE CHARGED 

(See special instructions, section 2) 

Amounts paid for completing a haul. 
Amounts paid for elevation of freight. 

Amounts paid for transferring freight between stations or connecting 
lines. 

Arbitraries and aUowances to others for lighterage and wharfage. 
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Carrier's proportion of oyercharges resulting from the use of erroneous 
weights, rates, classifications, or computations. 

Carrier's proportion of refunds on account of errors in routing or billing. 

Carrier's proportion of uncollected revenue on freight lost or de- 
stroyed in transit. 

Carrier's proportion of uncollected tariff charges on damaged shiiH 
ments for which charges neither shipper nor consignee is liable. 

Note A. — Other carrier's proportion of revenue and of uncollectible 
undercharges paid by the carrier on account of errors in routing and 
billing shall be charged to operating expense account No. 432, *' Opera- 
tion of terminals." 

Note B. — Other carriers' proportion of revenue paid by the carrier 
on freight lost or destroyed in transit shall be charged to operating ex- 
pense account No. 433, " Incidental." 

Note C. — If the carrier maintains a transfer or lighterage service 
the expenses of which are included in expense account No. 432, *' Opera- 
tion of terminals," the revenues arising from the service shall be included 
in account No. 128, "Other." If the service is performed by an outside 
party, its cost to the carrier shall be charged to the appropriate revenue 
account. 

Note D. — Revenue from the transportation of caretakers of freight 
shipments, when not included as a part of the freight charges on the 
waybill covering the freight shipments, shall be credited to account 
No. 122, "Passenger." 
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122. PASSENGER. 

This account shall include the revenue from the transporta- 
tion of passengers by water-lme service based on tariff fares for 
the passengers so transported; also transportation at special 
fares of excepted classes of passengers as provided by law. 

The credits to this account shall appear under appropriate 
subheads, as follows: 

(a) Revenue from the transportation of passengers, including sleep- 
ing accommodations and meals (when not separable) . 

(6) Revenue from the transportation of passengers, not including 
sleeping accommodations and meals. 

(c) Revenue from the rent of staterooms, berths in staterooms, and 
other sleeping and living accommodations. 

(d) Revenue from the sale of meals and food supplies. 

ITBMS TO BB CRKDriBD 

(See special instructions, section 2) 

(a) Revenue upon the basis of local tariff fares. 
(6) The carrier's proportion of revenue upon the basis of through tariff 
fares. 

(c) Revenue from extra fares for limited service. 

(d) Revenue from mileage and scrip coupons honored. 

(e) Revenue from the transportation of corpses. 
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ITBIC8 TO BB GHABQBD 

(See epedal inetnictioiis, wotion 2) 

Amounts paid for tnuuf erring peasengera or baggage bei wee ii g ta tiom 
or connecting linee. 

Redemptiona of unused or partially unused local pasennger tieketa. 

Refunds of local tariff fares. 

The carrier's proportion of redemptions of unused or paitiaUjr ^ti^tri 
through passenger tickets. 

The carrier's proportion of refunds of through tariff fares. 

The carrier's proportion of overcharges resulting from the implication 
in error of fares in excess of tariffs. 

NoTB. — ^This account shall be credited with the cash value of ooupons 
from mfleage tickets and scrip only as they are honored for tranaporta- 
tion. Gross receipts from mileage tickets and scrip, when sold, ahall be 
credited to an open account. The open account shall be charged and 
this account credited with the cash value of the coupons as honored. 

123. EXCESS BAGGAGE. 

This account ahall include the revenue from the tranqx>rtatioii 
by water-line service of baggage in excess of free authorised al- 
lowance on the basis of excess baggage tarifiF rates; also the 
revenue from the transportation of packages, articles, dogs, 
etc., mcidental to the transportation of passengers. 

To this account shall be credited the cash value of coupons 
from baggage scrip books only as they are honored for the 
transportation of excess baggage. 

Note A. — The refundable portion of amounts derived from the salo 
of baggage scrip coupons shall not be credited to this account. 

Note B. — The gross receipts from baggage scrip books, when sold* 
shall be credited to an open account. The open account shall be charged* 
and this account credited with the cash value of coupons as honored. 

124. OTHER PASSENGER SERVICE. 

This account shall include revenue, not otherwise provided 
for, incident to the transportation of passengers. 

ITEMS TO BE CBBDITBD 

(See special instructions, section 2) 

(a) Revenue from the sale of tobacco, cigars, cigarettes, etc. 
(h) Revenue from the sale of books, periodicals, and other news-stand 
supplies. 

(c) Revenue from the rent of steamer chairs and rugs. 

125. MAIL. 

This account shall include the revenue from the transporta- 
tion of mail by water-line service at established rates for specified 
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routes; from the use of special facilities; and from bonuses for 
special mail transportation. 

To this account shall be charged fines and penalties imposed 
by the Government when not collected from agents or em- 
ployees. 

NoTB. — The revenue from the transportatioo of mail matter and 
empty mail pouches at freight tariff rates shaU be included in account 
No. 121, "Freight." 

126. EXPRESS. 

This account shall include the revenue from transportation 
of express matter by water-Hne service, and from the use of 
facilities on vessels and at stations incident to such transporta- 
tion. 

When a carrier transacts an express business by water line 
through its regular organization, the earnings therefrom shall 
be credited to this account. 

Note. — When contracts for ezpreas privileges provide specific amounts 
for the rent of facilities at stations, such amounts shall be included in 
revenue account No. 142, *' Rents of buildings and other property." 

127. SPECIAL SERVICE. 

This account shall include the revenue from running vessels 
on excursions or special trips when specific charges not based on 
the number of passengers carried are made for transportation 
between designated points; and from running special trips carry- 
ing troops, munitions of war, camp outfits, etc., for the Federal 
or State Governments when specific lump amoimts are charged 
for the transportation. 

Note. — Lump sums received for passenger excursions or for special 
trips ordinarily designated as "charter of vessels," shaU be treated as 
revenue incident to transportation, rather than as rent, and shaU be 
included in this account. 

128. OTHER. 

This account shall include the revenue from transportation 
by water line not provided for elsewhere. 

Note. — Revenues upon the basis of distinct tariff rates from services 
rendered and facilities furnished on wharves and at stations incident to 
the operation of water-line service shall be included in the primary ao- 
counts under general account III, Incidental. 



264 APPENDIX B 

m. INCIDENTAL. 

The primary accounts included in this general account are 
designed to show the amounts which the carrier becomes at- 
titled to receive from services rendered incidentally with rail- 
line and water-line transportation, for the use of facilities of 
which the expenses for operation and maintenance are not 
separable from railway expenses, and from incidental sources 
not provided for elsewhere. 

The accounts for incidental revenue shall be kept in such 
manner as to show separately, by primary accounts, the revenue 
from services rendered and facilities furnished on wharves and 
at stations incident to the operation of water-line service. 

131. DINING AND BUFFET. 

This account shall include the revenue from dining and buffet 
service on trains and transfer boats. 

ITBlfB TO BB CBBDITED 

(See special instnictionSt section 2) 

(a) Revenue from lunches furnished. 
(&) Revenue from meals furnished. 

(c) Revenue from liquors furnished. 

(d) Revenue from tobacco furnished. 

(e) Revenue from cigars and cigarettes furnished. 

Note. — The revenue from dining and bufiFet service on vessels which 
are operated in water-line service is provided for in the primary ac- 
counts included in general account II, Transportation — Water Line. 

132. HOTEL AND RESTAURANT. 

This account shall include the revenue from hotels, restaurants, 
and station lunch counters. (See general instructions, section 4.) 

ITSMS TO BB CBBOITBD 

(See special instructions, section 2) 

(a) Revenue from the rent of (h) Revenue from tobacco fur- 

rooms, nished. 

(b) Revenue from the use of baths. (t) Revenue from cigars furnished. 
(e) Revenue from the use of bil- (J) Revenue from cigarettes fur- 

liard tables. nished. 

(d) Revenue from the use of (k) Revenue from newspapers fur- 

bowling alleys. nished. 

(e) Revenue from lunches fur- (I) Revenue from periodicals fur- 

nished, nished. 

CO Revenue from meals fur- (m) Revenue from tonsoriai serv- 

nished. ice. 

(g) Revenue from liquors fur- (n) Revenue from laundry woiIl. 

nished. 
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NoTB. — ^ThiB account shall not include the revenues from hotels and 
restaurants which are entirely distinct from the carrier's transportation 
plant and the cost of which is included in balance-sheet account No. 705, 
"Miscellaneous physical property." 

133. STATION, TRAIN, AND BOAT PRIVILEGES. 

This account shall include revenue from weighing, vending, 
and other automatic machines located at stations; from adver- 
tising at stations and on trains and on transfer boats; from the 
privilege of operating news stands at stations and selling papers, 
periodicals, fruit, etc., on trains and on transfer boats; from 
telephone companies for the privilege of installing and operating 
commercial telephones at stations; from the operation of eating 
houses and dining and buffet service on trains and transfer 
boats when such operation is conducted by individuals or com- 
panies other than railway companies and when the expenses 
incurred by the carrier in connection therewith are not separable 
from its regular operating expenses; and from similar sources. 

NoTB. — ^The revenue from privileges on vessels operated in water-line 
service is provided for in the primary accounts included in general ao- 
oount II, Transportation — Water Line. 

134. PARCEL ROOM. 

This accoimt shall include the revenue from the operation of 
parcel rooms. 

135. STORAGE— FREIGHT. 

This account shall include the revenue from the storage of 
freight. 

136. STORAGE— BAGGAGE. 

This account shall include the revenue from the storage of 
baggage. 

137. DEMURRAGE. 

This account shall include the revenue from the detention of 
cars incident to loading, unloading, reconsigning, and stops in 
transit upon the basis of lawful tariffs for demurrage. 

138. TELEGRAPH AND TELEPHONE. 

This account shall include the revenue from commercial 
telegraph and telephone operations; also amounts received from 
telegraph and telephone companies, whether as a proportion of 
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€ftniiii0i or othflTwiflBi for the privilege of tnuiflBctiiig ft oonuDsr- 
cial tdesrndi or tdephome buoneflB in offices along the cantor's 
lines, when the earner fnniishes some service of emplojyees 
whose pay is indoded in its operating etpenses. 

NoiB. — THmbbl a tolegnph or telephone oompany renta the lehcieph 
or telephone line of tiie eaiiier end pegre all eipeneee Incident to He main- 
•— ***»^ and openrtion, the rent l ee d ved ehail be eredited to inoome 
aeooimt No. 610, " MieoeHaneoue lent ineome." 

189. GRAIN ELEVATOR. 

This aoconmt shall include the revenue from the opention of 
gjcain elevatois. (See general instructions, section 4.) 

RBMS TO BB QUDnBD 

(Bee veoial inetniotiona, aeetion 2) 

(a) Berenne from the elevation of (fc) Berenue from loadinc srain 

into and tinloading grain 
from boate not ooveiod bar 
devation charoea. 

(0 Bevenne from trimming grain 
in boata when perf oimed bar 
elevator employeea. 

(m) Befvenue from the aale of 
ecTBei nngs- and eweepinga. 

(fi) Bevenue from inq;>ecting grain 
inelevatora. 



(5) Bevenne from the storage of 

grain, 
(e) Bevenue from bagging grain. 
(iQ Bevenue from iaeening grain. 



(«) 
if) 
(9) 
(A) 
(0 
0) 



Bevenue from blowing grain. 
Bevenne ftom pooling grain. 
Bevenue from dipping grain. 
Revenue from cleaning grain. 
Revenue from twJTing grain. 
Revenue from transferring 
grain in elevators. 



140. STOCKYARD. 

This account shall include the revenue from stockyards. (See 
general instructions, section 4.) 

ITBUB TO BB CBBDITBD 

(See special instructions, section 2) 

(a) Revenue from feeding live (e) Revenue from shearing sheep. 

stock. CO Revenue from dipping sheep 

(b) Revenue from watering live and cattle. 

stock. (g) Revenue from stabling horses. 

(c) Revenue from bedding live (A) Revenue from inspecting live 

stock. stock. 

(d) Revenue from otherwise caring 

for live stock. 

141. POWER. 

. This account shall include the revenue from the sale of electric 
current and other power. (See general instructions, section 4.) 
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142. RENTS OF BUILDINGS AND OTHER PROPERTY. 
This account shall include the revenue from the exdusive use 

of buildings and other property or portions thereof, such as 
depot and station grounds and buildings, general and other 
offices, wharves, ferry landings, elevators, stockyards, fuel 
yards, enginehouses, repair shops, and section and other houses, 
when the property is operated and maintained in connection 
with the property used in the carrier's transportation operations 
and the expenses of maintaining and operating the rented por- 
tion can not be separated from the expenses of that portion 
used by the carrier. (See general instructions, section 4.) 

Note. — When the ezpeDses of maintaining and those of operating 
property rented to others are separable, the rents received shall be 
credited and the expenses of maintenance and operation shall be charged 
to appropriate income accounts. 

143. MISCELLANEOUS. 

This accoimt shall include the revenue from railway operations 
not provided for elsewhere. (See general instructions, section 4.) 

LIST OF ITBMB 

(See special instructions, section 2) 

(a) Amounts received for privilege of cutting hay along the right of way. 

(6) Commissions received for collecting premiums on insurance policies 
from employees and installment pajrments for books, watches, etc., sold 
by dealers to employees. 

(c) Profit from jobbing and installing electric power lines for others. 

(d) Revenue from boat demurrage. 

(e) Revenue from freight and passenger privileges over a carrier's 
wharves and docks. 

(/) Revenue from garnishee fees. 

(g) Revenue from operation of coal and ore wharves, cold-storage 
plants, coal-storage plants, cotton-compress plants, and wood-preserving 
plants. (See general instructions, section 4.) 

(A) Revenue from privilege of mooring and anchoring boats at wharves 
and docks. 

(t) Revenue from sale of cinders produced by carrier. 

0^ Revenue from use of carrier's bridges by pedestrians, street car 
lilies, vehicles, etc. 

(k) Revenue from temporary use of carrier's tracks for detouring 
trains, etc. 

(0 Revenue from use of tracks incident to delays in loading or re- 
moving freight. 

(m) Revenue from water furnished boats from water stations operated 
by the carrier. 

(n) Revenue from weighing caxB, 
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{o) TIm euiisr'f p toportiOB of SRMi ravviiM fpooi opflntioii of qmbt 



(p) The oanier'f u topor ti o ii of groH mreoue from operatioo of tUat 
▼alidatioo aceoeiM. 

ig) UndaiLned depodti for piepwd tnuMportetion. 

NoTB. — ^When a bridce of one oaiiier Is jointly and by itself aiid 
laiotlier euiiar and ■noh ine It paid for on the htmm of fist rant or dmse 
per timinr«ul6 or toQ per peMengw, per ton, or per oar, the eompeni 
tioo therefor AaB. be oredited to the appropriate joint facility, operating 
igpwMw, and Inoome aooounta. 

TV. JOTRT FACIUIT. 

161. JOINT FACTLrrY-<at 

Thb account shall include the cairier'a i»oportion of revenue 
collected by others in connection with the operation of joint 
tncks, yards, terminals, and other facilities. 



NoTB A. — ^Tlie iraipooe of thia aooount is to show the amotmta of 
iwenue from the operation of joint timoks, ymrdB, terminals, and other 
faflflities operated by other oompanies. wliich under existing eo n tract a 
or agreements ara oredited by the operating oompany to the tenant 
eompanies wUeh participate thnein. The bill rendered by any credltar 
oompany against a debtor eompany for the latter's proportion of the 
SKpense of maintenance and operation of joint facilities, which includes 
also a credit covering a proportipn of the revenue to be paid over, shall 
show the distribution of the credit for such proportion of the revenue 
separately from the distribution of the expense of operation. 

Note B. — No credits shall be made to this account representing 
amounts creditable by the operating company to primary accounts 
Nos. 101 to 109, 111 to 116, 121 to 128, 131, 132, 139 to 141. 

152. JOINT FACILITY— DR. 

This account shall include that proportion of revenue from 
the operation of joint tracks, yards, terminab, and other facili* 
ties, which is creditable to other companies. 

NoTB A. — ^The purpose of this account is to show the amount of 
revenue from operation of a terminal company or other carrier which, 
under the terms of existing contracts or agreements covering the joint 
use of tracks, yards, and other facilities, is credited to other carriers that 
participate in the benefits from such joint use. The bill rendered by a 
creditor company against a debtor company for the latter's proportion 
of expense of maintaining and operating joint fadlitios, which includes 
a credit covering the debtor company's proportion of the revenues from 
operation of such joint facilities, shall indicate separately the proper 
distribution of both the revenues and the expenses included in the biU, 
and such distribution shall be adhered to by the debtor. 

Note B. — No debits shall be made to this account representing 
amounts creditable by the operating company to primary accounts 
Nos. 101 to 109, 111 to 116, 121 to 128, 131, 132, 139 to 141. 



APPENDIX B 269 

OPERATING EXPENSE ACCOUNTS 

SPECIAL INSTRUCTIONS 

Page 

1. Accounts for operating expenses 275 

2. Maintenance expenses 276 

3. Cost of repairs 277 

4. Royalties on appliances 278 

5. Fixed improvements retired and replaced 278 

6. Distribution of charges for property retired and replaced 279 

7. Charges to operating expenses for fixed improvements 

converted 279 

8. Depreciation of fixed improvements 279 

9. Joint facility accounts 280 

10. Clearing accounts 280 

11. Gravel and sand pits and quarries 280 

12. Power plant operations 282 

13. Power substation operations 283 

14. Maintaining transmission and distribution systems 283 

15. Shop expenses 283 

16. Material store expenses 286 

17. Stationery store expenses 287 

18. Insurance 287 

19. Equalization of expenses 287 

20. Balances in operating reserves 288 

21. Subprimary accounts for water lines and electric divi- 

sions 288 

22. Interpretation of item lists 289 

GENERAL ACCOUNTS 

I. Maintenance of Way and Structubss 289 

11. Maintenance of Equipment 320 

III. Traffic 341 

IV. Transportation — Rail Line 347 

V. Transportation — ^Water Line 383 

VI. Miscellaneous Operations 387 

VII. General 392 

VIII. Transportation fob iNvssniSNT— Cb 398 



f70 APPENDIX B 



FRnCART AO(X)nNTB 

L MAnmNANca or Wat and BmucruBV — Page 

201. Soperintendenoe 289 

202. Roadwajy iwiintwtBnce 291 

203. Boadway— Deprociatkm 283 

201 Uiideigroiind power tabes .^ 203 

205. Undeigroiind power tubes — ^Depredatioii 203 

206. Tirnnds and Bubwaiys 283 

207. Tuniieb and subways— DepreeiatioQ 294 

208. Bridges, trestles, and culverts 29i 

209. Bridges, trestles, and culverts— Depreciation 295 

210. Elevated structures 295 

211. Elevated stnictures— Depreciation 295 

212. Ties 295 

213. Tle»— Depreciation 295 

214. Rails 295 

215. Bails— D^ireciation 296 

216. Other track material 296 
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SPECIAL INSTRUCTIONS 



1. Accounts for Operating Expenses. — ^The accounts pre- 
scribed for operating expenses are designed to show expenses of 
furnishing transportation service, including the expenses of 
maintaining the plant used in the service. The accounting shall 
be as nearly as practicable upon the basis of accruab; however, 
the option is allowed the carrier of omitting charges to the ao- 
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counts pfombd for the deprecuitioii of fiiod imprafranflnlt 
and of JnpJnding the depredatioQ (ledger value km advage) 
of auch property in the i4ppropriale repair aoooanta at the tima 
the p r o per ty ia converted or retired for replaoement. 

Fixed improvemenU means structures which are find as to 
location, such as tunnds, bridges, buildingB, eatthirockBp etc 

2. BCaintenance ExPENSia.— Hie accounts profnded for 
maint<enance of fixed improvements and of equipoMOt are da- 
agned to show the cost of repairs and also the leas throo^ de- 
predation of the property used in operations, incliriing all sodi 
expenses resulting from ordinary wear and tear of service, es- 
posure to the dements, inadequapy, obsolescence, or other de- 
predation, or from accident, fire, flood, or oihtf casualty. 

Hie cost of repairs which has been provided for in the 
several repair accounts shall indude the cost of inqpeet- 
ing to detemdne the repairs necessary, and of adjusting^ 
repairing, or replacing parts, both of fixed imi»ovements 
and of equipment, such as the repairing of locomotives, 
cars, frogs and switches, or the repladng of ties, rails, etc., in 
tracks; the cost of inspecting and testing after repairs have 
been made, such as the testing of locomotives after repairs to 
determine that the repairs have been properly made, and the 
running of repaired locomotives light in order to break them 
in for regular service; incidental costs of repairs, such as the 
construction or removal of false work; cost of relocation of fixed 
improvements; cost of demolishing retired fixed improvements 
(except those retired and not replaced) and disposing of the 
wreckage therefrom when the property is demolidied by or for 
the account of the carrier; cost of protecting service during the 
progress of addition and betterment work; cost of laying out, 
cleaning, grading, draining, fencing, mowing, and beautifying 
grounds pertaining to buildings; repairing sidewalks, driveways, 
and streets within or adjacent to such grounds; cost of remov- 
ing snow from the roofs of buildings (v^en not removed by 
those employed in the buildings); cost of the periodical restora- 
tion of seasonal features, such as gardens, shrubbery, and lawns; 
cost of operating hothouses in coimection with the woric of 
beautifying grounds; cost of restoring sidewalks, driveways, 
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lawns, etc., in grounds after addition and betterment work (see 
general instructions for the classification of investment in road 
and equipment, section 12); and cost of clearing and removing 
casual incumbrances, such as ice, snow, and fallen timber. 

The difference between the depreciation upon fixed improve- 
ments retired and replaced and the amount provided for through 
the depreciation accounts, shall be included in the repair ac- 
counts when the property is retired. Similar adjustments on 
account of equipment retired shall be included in the accounts 
for equipment retirements. (See classification of investment 
in road and equipment, general account U, Equipment.) 

Distinct maintenance accounts have been provided for ex- 
penses of a general character, such as superintendence, stationery 
and printing, and injuries to persons, which, on account of es- 
tablished practice, it is deemed advisable to segrq^ate. 

3. Cost of Repairs. — It is intended that the repair accounts 
of this classification shall include the cost of labor, materials 
and supplies, work-train service, floating equipment work serv- 
ice, special machine service, contract work, privileges, protec- 
tion from casualties, and other analogous items of expense in 
connection with the maintenance of the plant used in railway 
service. The several items of cost here referred to are defined 
as follows: 

(a) Coat of labor includes amounts paid for the labor of the 
carrier's own employees. Except where otherwise specified in 
the text of the accounts, the cost of boarding, traveling, and 
other incidental expenses of employees shall be included in 
the accounts to which the pay of the employees is charge* 
able. 

(6) Cost of materials and supplies includes the cost of materials 
and supplies, including small tools, at the point of free delivery, 
plus freight charges of foreign lines, and the costs of inspection 
and loading assumed by the carrier; also a proportion of store 
expenses (see section 16). It should not, however, include ex- 
penses of transportation over the carrier's line. In calculating 
the cost of materials used proper allowance shall be made for 
the value of unused portions and of cuttings, turnings, boring9, 
etc., and for the value of the material recovered from property 
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npiired and from Umponry tncka, nwiffnHinfe MiMfmAmmm^ 
and other tanpoiaiy ■tnicturee used in repair woik. 

(e) Cod qf work4rmn 9enrie€ includeB coat of labor of eagina* 
infiOy tnunmoni and en^pbiehouse meui inftinHing tha wafoa of 
«ngina crews and train crewa held in readinen for eueh aervice; 
and the coat of fad and other auppUes consumed in oooneeliaii 
with the ijfpeintiaa of work trsins. 

(d) Cod qf floaOng equipmeni work mniee mcfaidei coat of 
labor of crews, inchiding wagea of crews held in readiness for 
snrvioe ; and the cost of fuel and other supplies consumed in con- 
nection with the operation of floating eqmpment work service. 

(e) Cod qf 9pmal maddne mni» includes the cost of labor 
eipended and of materials and supplies ocmsumed in operating 
stesm shovds, s cnq)er B , rail unloaders, ballast unloaden, pile 
drivers, dredfM^ ditchen, weed burners, and other labor«aving 
machines; alas rents paid for use of such machines. 

if) Cod qf ambrad vnrk includes amounts pud for work per- 
foimed under contrsct l^ other companies, finns, or individuals 
and specific expenses incident to the award of the contract 

ig) Cod of prmleges hieludes amounts paid for special privi- 
leges, such as the temporary use of public property or streets, 
in connection with the repairs of the property of the carrier. 
(Periodical payments for such privileges in connection with 
permanent use of public property for railway operations shall 
be included in the income accounts.) 

(h) Cod of proiedion from casuaUiea includes expenditures 
for protection against damage by fire, flood, etc., such as pay- 
ments for discovery or extinguishment of fires, cost of detecting 
and prosecuting incendiaries, expense for witnesses in relation 
thereto, amounts paid to municipal corporations and others for 
fire protection, and other analogous items of expense in connec- 
tion with repair work, but does not include insurance premiums 
paid to assure reimbursement for prospective losses. 

4. RoTAi/TDBS ON AppuANCBS.— The royalties for patent 
rij^ts on mechanical appliances used in repairs of equipment 
shall be hicluded in the cost of the repairs. 

5. FixsD Improvements RfirmED and Replaced. — ^The 
ledger value (less salvage and the credit balance in the aconied 
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depreciation account with respect to the property retired) of 
fixed improvements retired and replaced with property of like 
purpose, together with the cost of removing the property retired, 
shall be included in the accounts appropriate for the repurs of 
the property before retirement. (See section 7 of general in- 
structions for the classification of investment in road and equip- 
ment.) 

6. Distribution of Charges for Property Retired and 
Replaced. — In case the amount chargeable as operating ex- 
penses for property retired and replaced, as provided for in 
section 7 of the general instructions for the classification of in- 
vestment in road and equipment, b relatively large and its in- 
clusion would seriously distort the expense accounts for a single 
year, the carrier, if so authorized by the Commission, may 
charge the amount thereof to balance-sheet account No. 726, 
"Property abandoned chargeable to operating expenses," and 
distribute it thereafter, in accordance with the provisions of 
that account to the operating expenses of succeeding years. 

If so authorized by the Commission, the carrier may charge 
to Profit and Loss any extraordinarily large item representing 
the cost of property retired and replaced, instead of charging 
such item to Operating Expenses. The carrier shall file with the 
Commission a statement of the cost and a description of the 
property retired and the reasons which, in its judgment, indicate 
the propriety of chaii^ng the cost of such property to Profit 
and Loss. 

7. Charges to Operating Expenses for Fixed Improve- 
ments Converted. — In connection with the conversion of 
fixed improvements, the ledger value of property before con- 
version, plus the cost of conversion, less the sum of the estimated 
value of the property as converted, the amount included in the 
accrued depreciation account with respect to the property thus 
converted, and the salvage recovered, shall be charged to the 
accounts of this classification appropriate for repairs of the 
property before conversion. (See general instructions for the 
classification of investment in road and equipment, section 11.) 

8. Depreciation of Fixed Improvements. — Depreciation 
accounts^ in which to include uniform monthly charges to cover 
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the deprecifttion of fixed improvemeiitB, hftve been provided fof 
the purpoee of creating reeerveB idiich will meet or lednee the 
amounts otherwise chargeable, as may be ai^xropriate, to opent- 
ing expense or to profit and loss accounts to cover property 
retired. Such depreciation charges shall be based in eadi in- 
stance upon the percentage of the original cost (estimated if not 
known), ledger value, or purchase price of the property deter- 
mined to be equitable by the carrier's experience and best sources 
of infonnation as to the actual current loss from depredation. 
A statement of the bases used by the carrier for computing these 
chaiges shall be included in its annual report to the Commission. 
Until further directed the use of depreciation accounts for fixed 
improvements is optional with the carrier. (See balance«heet 
account No. 775, ''Accrued depredation.— Road.") 

9. Joint FAdLrrr Accoontb.— Accounts thus dedgnated 
have been provided tar the jdnt users of trades, bridges, yards, 
wharves, stations, and other facilities to indicate the proper ac- 
counting for settiements which cover income and operating ex- 
penses in connecticm with the use of such f adlities, and for 
settiements covering cost of yard service. When the compensa- 
tion for the use of facilities is a fixed amount or is based upon a 
charge per passenger, ton, car, or other unit, it shall be fairly 
apportioned by the operating company among the joint facility 
operating expense and income accounts. The creditor shall 
show the distribution of these charges upon its bills, and such 
distribution shall be adhered to by the debtor. 

Train service in connection with the line haul of traffic is not 
conddered a joint facility operation, and the settlements be- 
tween carriers covering items chargeable to accounts Nos. 392 
to 403 shall not be included in the joint facility accounts. 

10. CLBABiNa Accounts. — ^In recognition of the fact that 
certain expenditures incident to the construction and the opera- 
tiim of property are not chargeable directly to any particular 
property investment or expense account, clearing accounts have 
been provided for the purpose of securing an equitable distribu- 
tion of such items to the proper primary accounts. (See sec- 
tions 11 to 17, inclusive.) 

11. Gravbl and Sand Pits and (^uabries.— When a gravel 
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or sand pit or quarry is opened for operations likely to extend 
over a long period, an account shall be set up designated ''Opera- 
tions of gravel pit at ," or ''Operations of quany at 

," as the case may be. To this account shall be chaiged — 

(a) That part of the cost of the land in excess of its estimated 
value after the gravel, sand, or stone has been removed, the 
amount thus charged being concurrently credited to the prop- 
erty account in which the cost of the land is included. 

(6) Amoimts paid for the right to enter upon and remove 
ballast from land not owned by the carrier. 

(c) The cost of sinking test holes. 

(d) The expenses for clearing, stripping, draining, and ditch- 
ing the land, and of moving and changing fences and buildings 
preparatory to opening the pit or quarry. 

(e) The cost, in excess of the estimated salvage value, of rails 
and fastenings used in constructing tracks to and in the gravel 
pit or quarry, the estimated salvage being carried in an appro- 
priate suspense account. 

(/) The cost, in excess of the estimated salvage value, of 
ties and other material, and of labor expended on such tracks. 

(g) The cost of labor and train service employed in producing, 
quarrying, and loading ballast, including the cost of operation, 
repairs, and depreciation of stationary engines, steam shovels, 
stone crushers, and other similar machinery, and the pay and 
expenses of watchmen. 

(h) The cost of explosives and hand tools, and miscellaneous 
expenses. 

(t) The cost of installing, operating, and maintaining signals 
and interlockers at gravel pits. 

Credit to these accounts shall be made each month to cover 
the cost of ballast material produced during the month. The 
cost of production shall include the expenses directly assignable 
to the monthly output, plus a proportion of the expenses not 
directly assignable, such as cost of land, tracks, macbinery, and 
interlockers. This latter amount shall be computed upon the 
basis of the ratio which the monthly output bears to the total 
estimated yardage to be taken from the pit. 

When any portion of the product of such pits or quarries is 
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sold, the cost thereof BhaD be oedited to thk dei^^ 

and the profit thefeooi if any, Aall be eredited to nvenne ae- 

oount No. 148| '^BfineUaneoua." 

12. PowsR Plant Qfbrationb.— The aooountmg for the cs- 
penaes of mamtainiiig and operating an eleetrie, ateam, or other 
power plant (both bdUing and maohineiy ) ahall be detennined 
by the purpose for iriiich the power produced ia uaed* 

When the power plant is intended and used for produeini 
power aoldy f <nr the canier'a own operatksia and the coat of 
operating tiie plant ia diaigeaUe to clearing account ^Shop 
ezpenaea," <nr to any one specific account f<nr operating eacpenaea 
the expenses of maintenance shall be charged to the a|q[iroprialo 
maintenance accounts, and the cost of operation to the acoount 
appropriate according to the use of the power. 

When the power from such a plant is properiy diaigeaUe to 
more than one account, the expenses of maintaining and operat- 
ing the plant shall be included in clearing account "Pdwer plant 
operations." The expense of maintenance shall be cleared bom 
that account to the apprcqfiriate maintenance accounts for (Operat- 
ing expenses. The expenses of operation shall be apportioned 
to the appropriate accounts upon the basis of quantity of power 
used for the various purposes. 

When a part of the power produced by a power plant is sold 
and the remainder is used in the carrier's own operations, the 
cost of maintaining and operating the plant shall be charged to 
a clearing account. The expense of maintenance shall be cleared 
from that account to the appropriate maintenance account in 
operating expenses. The proportion of the expenses of operation 
assignable to the power sold, on the basis of ratio of quantity 
of power sold to total quantity of power produced, shall be 
credited to this clearing account and chaiged to account No. 445, 
" Producing power sold." The remainder of the cost of operation 
shall be distributed to the appropriate expense accounts for the 
carrier's own operations, in the manner indicated in the preced- 
ing paragraphs. 

When power plants are intended and used solely for furnish- 
ing power to others, the investment therein shall be included in 
balance sheet account No. 705, "Miscellaneous physical prop- 
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erty/' and the operation shall not be included in the acoountB 
of this classification. (See general instructions, section 4, and 
income account No. 534, "Expenses of miscellaneous opera- 
tions.") 

13. Power Substation Operations. — ^The plan outlined 
for the expenses of operating power plants shall be followed in 
accounting for the operations of substations. 

14. MAiNTAiNiNa Transmission and Distribution Stbtems. 
— ^The accounting for the maintenance of transmisdon S3rstems 
and distribution ssrstems shall be in accordance with instruc- 
tions pertaining to power plant operations. 

15. Shop Expenses. — ^A clearing account entitled "Shop ex- 
penses" shall be kept, to which shall be charged items of expense 
at shops, enginehouses, repair tracks, and other places at which 
mechanical work is done, not assignable directly to specific ac- 
counts. Such expenses shall be apportioned among the various 
accounts afifected. The basis of distribution shall be the relative 
proportion which the total amount of charges to " Shop expenses " 
bears to the total of the directly distributed labor. To avoid 
monthly fluctuations in the ratio of shop expenses to the total 
of distributed labor, carriers are permitted to make the monthly 
apportionment on the basis of a percentage of the distributed 
labor, provided the shop expense account be adjusted and closed 
out at the end of each year. The expenses assignable to this 
account are as follows: 

(a) Oeneral sfiop employees. — ^The pay of general foremen in 
small shops, who exercise direct supervision over all departments 
unassisted by department foremen; the pay of department fore- 
men, assistant department foremen, other supervising or direct- 
ing employees, and their clerks; pay of chaufifeuiis and oilers; 
pay of sweepers, cleaners, roustabouts, and other unskilled la- 
borers employed in general work in and about shops and shop 
grounds; pay of watchmen, gatekeepers, and policemen at shops, 
repair tracks, and other places at which mechanical work is 
done; pay of employees while attending fires or fire drills; and 
pay of employees while making, repairing, or having chaige of 
small shop tools. 

(6) Power. — ^The cost of fuel used in steam and other power 
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plants in producing power for shops and for other places at which 
mechanical work is done; cost of oil, grease, waste, and other 
material used in the operation of such power plants; pay of 
stationary engineers, firemen, electricians, coal handlers, and 
other employees engaged in production of power; cost of carbon 
brushes, fuses, lamps, picks, pokers, scuttles, shoveb, and other 
small tools and supplies; and cost of water and power purchased. 
(See section 12.) 

(c) Heating. — ^The cost of fuel and other supplies used for 
heating shops and other places at which mechanical work is 
done, shop offices, watchmen's and gatekeepers' boxes, and in- 
electors' shanties; and the pay of firemen, coal handlers, and 
other employees engaged in operating heating boilers. (See 
section 12.) 

(d) Lighting, — ^The cost of electric current, gas, oil, torches, 
lamp burners, lamp chimneys, lamps not permanently attached 
to buildings, incandescent lamps and carbons, and other ma- 
terial used in lighting shops and shop offices, repair tracks, and 
other places at which mechanical work is done, and cost of ma- 
terial used and labor expended in operating electric-light plants 
and repairing electric-light and other lamps at shops. (See 
section 12.) 

(e) Switching locomotives. — All expenses, including wages, 
fuel, and supplies, of operating switching locomotives when 
exclusively assigned to switching service at shops. (The ex- 
penses of incidental switching at shops by locomotives in trans- 
portation switching service shall be charged to appropriate 
transportation accounts.) 

(/) Shop supplies. — Fuel for forge and other shop work; 
supplies and small tools used by mechanics on miscellaneous 
work and not durable; test-room and laboratory supplies used 
in connection with shop work; lubricating material for shop 
machinery and tools; water used at shops and shop offices, 
repair tracks, and other places at which mechanical work is 
done; and other supplies used generally in shop work. 
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LOT OF BUPPLIXB AND BICALL TOOLS 



Acid. 
Adies. 
Ammonia. 
Auger bite. 
Augers. 
Axes. 
Basins. 
Bath brick. 
Battery brushes. 
Beeswax. 
Bell cord. 
Bluestone. 
Bone, granulated. 
Borax. 
Bottles. 

Braces and bits. 
Brooms. 
Brushes, dust. 
Brushes, file. 
Brushes, oil. 
Brushes, paint. 
Brushes, scrub. 
Brushes, sweeping. 
Brushes, varnish. 
Brushes, wall. 
Brushes, whitewash. 
Brushes, window. 
Buckets. 

Carpenter tools furnished appren- 
tices. 
Casehardening compound. 
Cement, belt. 
Chalk. 
Chalk lines. 
Chamois skins. 
Charcoal. 
Chisels. 
Clamps, hand. 
Coal picks. 

Compound for B. S. hammers. 
Compound for grinding. 
Compound for hydraulic jacks. 
Compound for welding. 
Corks. 

Cosmic to prevent rust. 
Crayon. 
Cups, tin. 
Cushion beaters. 
Dippers. 
Disinfectants* 



Ditching lines. 

DriU bits. 

Drinking cups. 

Drinking glasses. 

Dustpans. 

Emmery. 

Emery boxes. 

Emery cloth. 

Emery paper. 

Faucets. 

File cards. 

Files. 

Fire hooks for stationary boilers. 

Fire shovels for stationary boilers. 

Flags. 

Flannel, canton. 

Forks. 

Forks, coke. 

Funnels. 

Gimlets. 

Ghie. 

Gluepots. f 

Glycerin. 

Graphite. 

Grindstones. 

Ground glass. 

Hack-saw blades. 

Hammers. 

Hammers, babbitt. 

Hand leathers. 

Handles for tools. 

Hatchets. 

Hoes. 

Keel. 

Lampblack. 

Lead. 

Lye. 

Mallets. 

Marking brushes. 

Marking pots. 

Measures, liquid. 

Mineral paste. 

Mop handles. 

Mops. 

Muslin. 

Nippers. 

Oil cans. 

Oilstones. 

Padlocks. 

Paint pots. 
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rwCmMm 




np6 JOIPl fPMHBb 


nniciwnm miiii* 


Flfan. 


a^^B^^pB^^BA i^K^^Ht^^^w 4 


Flmubsflo* 


flpifoti f or ofl bamh. 


Fdfah. 


Qpiiit4aval Tiala. 


XViUmi, itovtti 




BgtadL 


QpooffBa. 


FriMni. 




Rftkts. 


Squaiaa. 


Rmps. 


Sqoirta (hibiiealiiii). 


Bdohet bnoMi 


Standi brariMa. 


Rsdlesd. 


Taoka. 


Bflrin. 


Ttopalinaa. 


Bope. 


Tapaa, metellie. 


Rnks. 


Tool alaat far amaU hi 


Btl MDmoDiao. 


TripoU. 


BandaoAp. 


Traoka. 


BandpmMr. 


Twina. 


SawbbdM. 


Waahbadna. 


flaws, hand. 


wiiawbaHOwa* 


flooopa- 


Wbetatonaa. 


flOIBW dllTttBa 


WUtalaad. 


DOMWa* 


WhHiiig. 


BbflUao. 


Window olotfaa. 


BboTaia* 


Win. 


8ia«a pooeila. 


Wiiebrariiaa. 


Slatfla. 


Wxanehaa. 


SMfloa. 


Snooakea. 


Soap. 


Zinoa. 


Soda. 





(g) Incidental expenses, — ^Watchmen's unifonns, docks, and 
call boxes; traveling expenses connected with the operation ci 
shops and not directly chargeable to other accounts; removal 
of snow and ice from transfer tables and shop yards; cleaning 
of privy vaults; horse keep; cost of ice for shops; and other un- 
distributed shop expenses. 

16. Material 9iobb Expenses. — ^To a clearing account 
called "Material store expenses" shall be charged expenses in 
connection with purchasing, handling, and storing material in 
and distributing it from the company's storehouses, including 
the pay of officers and employees in the purchasing and store 
departments and their traveling, office, and other expenses; also 
all expenses, including wages, fuel, and supplies, of operating 
switching locomotives when exclusively assigned to the service 
of switching at material storehouses. (Expenses of incidental 
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switchmg at material yards by locomotives in r^;ular switching 
service shall be charged to the appropriate transportation ac- 
counts.) The pay and expenses of men employed in purchasing 
or inspecting a single class of material, such as ties, shall be 
added as store expenses to the cost of that particular material. 

The total amount of storehouse expense charged to this ac- 
count shall be so distributed among the accounts to which ma- 
terial has been charged that the amounts thus distributed will 
be, for each account, in proportion to the value of the material 
issued chargeable thereto, except that the amount representing 
the purchasing department expenses shall be apportioned on 
the, value of the material issued which was purchased by that 
department. To avoid monthly fluctuations in the ratio of 
store expenses to the value of material piurchased or issued, 
carriers may make a monthly apportionment on the basis of 
fair percentage rates, provided the store expense account be 
adjusted and closed out at the end of each year. 

17. Stationert Storb Expenses. — ^A clearing account en- 
titled "Stationery store expenses" shall be kept, to which shall 
be charged expenses in connection with purchasing, handling, 
and storing stationery, and for distributing it from the stationeiy 
stores, including the pay of officers and employees in the sta- 
tionery store department and their traveling, office, and other 
expenses. The amounts charged to this account shall be ap- 
portioned to the accounts to which is charged stationery issued 
from the store, upon the basis of the charges to these accounts 
for such stationery. To avoid monthly fluctuations in the ratio 
of store expenses to the value of material issued or purchased 
carriers may make a monthly apportionment on the basis of 
fair percentage rates, provided the stationery store expense 
account be adjusted and closed out at the end of each year. 

18. Insurance. — Provision has been made in each of the 
general accounts for premiums paid and amounts set aside for 
fire and other insurance. Amounts of insurance recovered on 
account of losses shall be credited to the accounts to which the 
losses are chargeable. 

19. Equauzation of Expenses. — ^For the purpose of equalis- 
ing the monthly charges for the repairs of fixed improvements 
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and equipment the carrier may include each month in the ap- 
prc^riate primary repair accounts a uniform proportion of the 
amount of authorized estimates of such expenses for the fiscal 
or calendar year. In a like manner, the authorised estimates 
of expenses on account of personal injury or loss and damage 
liability, for stationery and printing, and for advertlnng may 
be equalized in the monthly accounts for the fiscal or calendar 
year. If the carrier has been unable to carry out its program 
for repidrs and does not adjust its accounts to conform to the 
actual expenditures, it may carry forward the balances and 
treat them as provided in section 20, relating to balances in 
operating reserves. If, on account of claims for personal injury 
or loss and damage being unsettled at the close of the year, the 
accounts for such expenses are not adjusted, the balances carried 
forward in the operating reserve account shall be analyzed as 
also provided for in section 20 of these instructions. 

Charges for stationery and printing, and for advertising, for 
a fiscal or calendar year shall be adjusted to the actual expenses. 

20. Balances in OPERATmo IIeserves. — If, at the end of a 
fiscal year, balances remain in operating reserves, the carrier 
shall indicate in detail in a formal report to the Conmiission the 
amounts therein, and the conditions causing the canying for- 
ward of such balances, except as to balances applicable to per- 
sonal injury or loss and damage liability, for which balances 
the carrier shall preserve in its files the details upon which such 
estimates were based. Separate records shall be kept of the 
operating reserve accounts for each year. 

21. SuBPRiMARY Accounts for Water Lines and Electric 
Divisions. — When a carrier operates a water line and desires 
to set up subprimary accounts under the primary accounts for 
such operations contained in this classification, the subprimary 
accounts shall conform to the accounts prescribed in the classi- 
fication of operating expenses of carriers by water. When the 
carrier operates an electric division and desires to set up sub- 
primary accounts under the primary accounts contained in this 
classification, the subprimary accounts shall conform to the 
accounts prescribed in the classification of operating expenses 
of electric railways. 
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22. Interpretation of Item Lists. — Lists of "items," "de- 
tails/' etc., have been given as a part of this classification for 
the purpose of clearly indicating the application of the account- 
ing rules in specific cases. The lists in every case are to be con- 
sidered as merely representative and not as excluding from any 
account analogous items which happen to be omitted from the 
list appended. On the other hand, the appearance of an item 
in a list warrants the inclusion of such item in the account con- 
cerned only when the text of the account also indicates inclusion, 
inasmuch as the same item frequently appears in more than 
one list — ^for example, the item of blank books under accounts 
Nos. 276, 334, 358, 410, and 458— and the proper charge in 
any one instance must be determined by the text of the account. 



TEXT PERTAINING TO OPERATING EXPENSE 

ACCOUNTS 



1. MAINTENANCE OF WAT AND STRUCTURSS. 

The primary accounts included in this general account al^ 
designed to show the expenses of maintaining fixed improve- 
ments which are devoted to railway operations, with the excep- 
tion of shop machinery, power plant machinery, and power 
substation apparatus, the expenses of mftintAJning which are 
includible in general account II, Maintenance of Equipment. 

The accounts for maintenance of way and structures shall be 
kept in such manner as to show separately, by primaiy accounts, 
the expenses directly assignable to sleeping-car operations, 
water-line operations, dining and buffet service, hotels and 
restaurants, grain elevators, stockyards, producing power sold, 
and other miscellaneous operations. 

201. SUPERINTENDENCE. 

This account shall include: 

Pay op Officers. — ^The pay of officers directly in charge of 
or engaged in the maintenance of roadway and structures. 
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CBm mMeial imtraetioiii, Motfon 28) 

V1O0 piwidnii* 
Airiitaot tIm pMidOBt 



BiHtflrmMoik. 
Suporinteiidaiit ol roAdwajr 



Q«Mnt fuperiatflndeiii. 

Afliitaot CBOMil ioporinteiidaiit. flupcrintgpdgntofioaiM, 

CUif ttisiiiMr. InflMotor of maiiitfliiiiMw. 

EnidfaiMer. Bufldiiig inapeetor. 

DhrtaioQ iwgiiMwr. I nn >6c t or ol roAdwajr 

Bridge iwgiiMwr. Bnperviaor. 

GUaf dgnal iwgiiMwr. Aasiitant nqMnrinr. 

Aflirtuit imginnnm. Fire chief. 

AiddteoL Fire inepeo te r. 

Sanitaiy inapeotcv. 

Pat or Clibkb and AnaNDAMTS.— The pay of derioi and 
other employees in the offices and on the buaineaB cais of offioen 
iHiose pay is ehaigeable to this aoooimt. 

LOT or wMruynaB 

CBm qmoIaI instruotioni, ■eetion29) 

CtkidLetks CtuJnmwn. 

Dnitamen. Azmen. 

CLerks. Janiton. 

Stenographen. MeoBengen. 

Transitmen. Cooks. 

Levelmen. Poiten. 
Rodmen. 

Office and Othbb Expenses.— Office expenses and other 
expenses of officeis and employees whose pay is chargeable to 
this account; also amounts paid detective agencies and others 
for investigations in connection with maintenance of way and 
structures. 

ITBM8 or KXPBN8S AND 8UPPLEB8 

(See q>eoiAi instniotione, section 22) 

Atlases and maps. Power. 

Books for office use. Provisions for business cars. 

Business car service. Rent of offices. 

Fees and dues in associations. Repairs of rented offices. 

Furniture repairs and renewals. Telegraph service. 

Heating. Telephone service. 

lighting. Traveling expenses. 

Official train service. Water and ice. 

Periodicals and newspapers. 
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SUPPLDBB VOB TBCHNIGAL A98I8TAim 

(See special instraotionfl, aeotion 22) 



Barometera. 
,Books and maps. 
Boxes for materials and instru- 
ments. 
Cameras. 
Camp equipace. 
Chains for survesrors. 



Curves. 

Drafting boards. 

Drafting instruments. 

Field glasses. 

Held notebooks. 

Hatchets. 

Levels. 

Magnets. 

Magnifiers. 

Marking chalk. 

Oilstones. 

Paper, blue-print. 

Parallel rules. 

Photographic supplies. 

Plane tables. 

Planimeters. 



Plummets. 
Protractors. 
Ranging poles. 
Reading glasses. 

Rod for surves^on* 

Scales. 

Section liners. 

Sextants. 

Slide rules. 

Stakes. 

Straightedges. 

Tally registers. 

Tape lines. 

Tee-squares. 

Telescopes. 

Thermometers. 

Thumbtacks. 

Tracing linens. 

Transits. 

Traverse tables. 

Triangles. 

Tripods. 

Verniers. 



NoTB A. — ^When employees designated above are engaged on con- 
struction or other work not chargeable to Maintenance of Way and 
Structures, their pay and expenses while thus employed shall be charged 
to the specific work on which engaged. 

NoTB B. — When officers designated above have supervision over 
more than one department, their salaries, the pay of their clerks and at- 
tendants, and their office and other expenses shall be apportioned equally 
among the departments over which they have supervision. 

NoTB C. — No part of the pay and expenses of the officers and em- 
ployees designated above shall be charged to other primary accounts 
under Maintenance of Way and Structures. 

NoTB D. — ^The cost of stationery for maintenance of way and struc- 
tures offices is chargeable to account No. 276, *' Stationery and printing." 

202. ROADWAY MAINTENANCE. 
This account shall include: 
Cabb of Roadbed. — ^The cost of repairing roadbed. 
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AFFENDES: B 



XTBMi OW BOASWAT 



(See apeoial ioatmcAimm, wtotkm 22) 



BiMtiDg foeki. 

Buflding tomponry tracks around 
didea and waahoiiti. 

Coostnieting and dfianing tila 
ditohea, open ditoliea and drains. 

Crowning tnek tiss with retaining 
earth. 

Filling borrow and cattle pits. 

Keeping tracks dear and repairing 
subgrade in case of washouts. 

iLandseape gardening along road- 
way. 



Oiling roadbed. 
Removingtemponrytraeksaroand 

dides ^d washouts 
RifMiiring roadbed damaged by 

washouts. 
Bemoving dangerous rooks. 
Removing slides. 
Restoring roadbed, cuts, fills, and 

embankments to standard 

width. 
Hoping cuts. 
Sodding roadway. 



Nora A. — ^The cost of drains or sewers laid under tracks shall be in- 
cluded in account No. 208, "Bridges, trestles, and culverts." The cost 
of landscape gardening within the limits of the grounds sround buildings 
shall be induded in the appropriate r^Miir accounts for buildings. 

Gbnxbal CiiiANiNa.— The cost of cutting, removing, and 
diqxxaing of bniah, grass, and weeds from the ri^t of way; 
plowing and dig^ng fireguards; dressing ballast and cutting sod 
lines; removing misoelLuieous scrap, drift, dnders, dirt, and 
other material from right of way and from road and terminal 
tracks (including tracks at stations, eng^e yards, and car yards) ; 
and cleaning streets used as roadways. 

Nora B. — Loading ashes at engmo-yard tracks shall be charged to 
the enginehouse expense accounts. 

Watching Roadway. — The cost of extinguishing fires on 
light of way and adjacent thereto, and of walking, watching, 
and patrolling tracks and right of way. 

Nora C. — The cost of watching and patrolling bridges, buildings, and 
miscellaneous property is provided for in accounts specificaUy relating 
to such property. 

Bank Protection. — Cost of protecting banks by repairing 
retaining walls, riprap, piling, piers, dikes, breakwaters, and 
revetments, and by changing the channels of streams to prevent 
cutting, washing, and sliding of embankments. 

Train Servicb. — ^The cost of work-train service in connection 
with work pertaining to roadway maintenance. 

Track Changes. — ^The cost of roadway work in connection 
with taking up and relocating tracks. 
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Other Expenses. — ^The cost of roadway work not provided 
for elsewhere, such as official roadway inspection train service 
and premiums in connection with roadway maintenance. 

Note D. — Tools and supplies used by repair men and watchmen in 
roadway maintenance service shall be charged to account No. 271, 
"Small tools and supplies." 

(Note carefully special instructions, sections 2 and 3.) 

203. ROADWAY— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of roadway. (See special instructions, sec- 
tion 8.) 

204. UNDERGROUND POWER TUBES. 

This account shall include the cost of repairing power tubes 
or conduits for imderground contacts of electric railways or for 
undergroimd cables of cable traction railways. 

(Note carefully special instructions, sections 2 and 3.) 

DETAILS OF UNDBBOBOUND CONTACT CONBTBUCTION 

(See special instructions, section 22) 

Concrete work. Pulleys. 

Drain pipes. Sheaves. 

Manhole covers. Slot rails. 

Manhole frames. Yokes. 

NoTB. — The cost of replacing track rails, other track material, eleotrio 
contract rails, and insulators shall be charged to the accounts provided 
for such expenses and not to this account. 

205. UNDERGROUND POWER TUBES— DEPRECIATION. 
This account shall include charges, covering the current loss 

from depreciation of underground power tubes. (See special 
instructions, section 8.) 

206. TUNNELS AND SUBWAYS. 

This account shall include the cost of repairing, ventilating, 
lighting, and watching tunnels and subways for the passage of 
trains, and the cost of special toob and supplies furnished in 
connection with the work. 

(Note carefully special instructions, sections 2 and 3.) 

Note. — The cost of repairs to signals and to roadway and tracks in 
tunnels shall be charged to the appropriate maintenance of way aeoounts 
and not to this account. 
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207. TUNNELS AND SUBWAYS— DEPRECUTION. 

This account shall include charges covering the current loss 
from depreciation of tunnels and subways. (See special instruc- 
tions, section 8.) 

208. BRIDGES, TRESTLES, AND CULVERTS. 

This account shall include the cost of repairing (including 
fuel and supplies used) and watching bridges, trestles, and cul- 
verts, including altering and bracing during process of filling, 
removing old structures in connection with the construction of 
new structures, dredging and cleaning water channels for pro- 
tection, and cleaning culverts. 

The bridges, trestles, and culverts referred to in this accoimt 
include only structures which carry the carrier's own tracks. 

(Note carefully special instructions, sections 2 and 3.) 

DBTAZLB OF BBIDOB STBUCTUBBS 

(See special instructions, section 22) 

Abutments. Guard timbers. 

Bridge signs. loe breakers. 

CofiFerdams. Painting. 
Concrete and masonry ends for Pier protection. 

culverts. Piers and foundations. 

Cribs. Pipe culverts. 
Decking, including gravel for fire Retaining walls. 

protection. Riprap around abutments. 

Dike protection. Riprap at culvert ends. 

Drainage systems. Supports. 

Draw protection. Water channels. 

Drawbridge engines and ma- Waterproofing. 

chinery. Wing dams. 

False work. Wing walls. 

Note. — ^Wben a part or the entire structure of a bridge or trestle is 
converted, by filling, into an earth embankment, the ledger value of the 
structure, or of the portion thereof filled, shall be credited to road and 
equipment account No. 6, "Bridges, trestles, and culverts." In case 
the bridge is used in lieu of a temporary trestle for the purpose of filling, 
the estimated cost of such a temporary trestle shall be changed to road 
and equipment account No. 3, "Grading." The ledger value of the 
structure, or portion thereof, filled, less the value of the salvage and the 
estimated cost of trestle chiuged to road and equipment account No. 3. 
"Grading," shaU be charged to this account. 
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209. BRIDGES, TRESTLES, AND CULVERTS— DEPRE- 

CIATION. 
This account shall include charges covering the current loss 
from depreciation of bridges, trestles, and culverts. (See special 
instructions, section 8.) 

210. ELEVATED STRUCTURES. 

This account shall include the cost of repairing elevated struc- 
tures and foundations of elevated railway systems. 
(Note carefully special instructions, sections 2 and 3.) 

211. ELEVATED STRUCTURES— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of elevated structures and foimdations of 
elevated railway systems. (See special instructions, section 8.) 

212. TIES. 

This account shall include the cost of cross, switch, bridge, 
and other track ties used in the repairs of tracks. 
(Note carefully special instructions, sections 2 and 3.) 

Note A. — The cost of labor for unloading, distributing, and putting 
ties in tracks, the cost of work-train service in connection with the dis- 
tribution of the ties laid, and the cost of picking up and concentrating or 
disposing of the ties released shall be charged to account No. 220, ** Track 
laying and surfacing." 

Note B. — The excess cost of metal ties applied in place of wooden 
ties over the cost at current prices of replacing in kind the wooden ties 
removed shall be charged to road and equipment account No. 8, **Ties." 

Note C. — The cost of ties used for repairs of tracks in quarries and 
ballast pits shall be included in the appropriate clearing accounts, and 
of ties ulsed for repairs of tracks on car floats in account No. 323, '* Float- 
ing equipment — Repairs." 

213. TIES— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of ties. (See special instructions, section 8.) 

214. RAILS. 

This account shall include the cost (\ess salvage) of rails used 
in the repairs of tracks; also the difference between the cost (at 
current prices at time of removal) of heavy rails removed and 
the cost of lighter rails applied in repairs of tracks. 

(Note carefully special instructions, sections 2 and 3.) 
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Non A.— The cost of labor for nnloartfng, diftribntiiic, and pottiiig 
nila In timcki, the coet of work-train aenrioe in oonneetioo with the dis- 
tribution of the rails laid, and the cost of picking up and concentrating 
the rails released shall be chaiged to account No. 220. '*Track laying 
and surfacing." 

Non B. — ^The ezcesi cost of heayier rails or rails of improved qnalitj 
or type applied in repairs of tracks over the cost, at current prices, of 
rails of the weight, type, and quality released shaU be chaiged to road 
and equipment account No. 9, "Rails.** 

Non C. — ^The cost of rails used for repairs of tracks in q^iarries and 
ballast pits shaU be included in the appropriate clearing aocounta. and 
of rails used for repairs of tracks on car floats to account No. 828, ** Float- 
ing equipment — Repairs." 

215. RAUfi— DEPRECUTION. 

Tliis account ahall include charges covering the current loss 
£rom depredation of rails. (See qpecial instructicmsi section 8.) 

216. OTHER TRACE MATERIAL. 

This account shall include the cost G^bb salvage) of all track 
material used in the repairs of tracks, other than ballast, ties, 
and rails. 

(Note carefully qpecial instructions, sections 2 and 3.) 



imis OF OTBsm track UArmaiLL 

(See special instnictionB, section 22) 

Angle bars. Rail splices. 

Anticrecpera. Splice bare. 

Connecting rods. Step chain. 

Derails. Switch chain. 

Frog and guard-rail blocking. Switch croesings. 

Flogs. Switch lampe. 

Guard-rail damps. Switch locks and keys. 

Quard-rail fasteners. Switch points. 

Guard rails. Switch stands. 

Main rods. Switch-stand bolts. 

Nut locks. Switch targets. 

Nuts. Switches. 

Offset bars. Tie plates. 

Rail braces. Tie plugs. 

Rail chairs. Tie-rods. 

Rail dips. Track bolts. 

Rail joints. Track insulators. 

Rail rests. Track spikes. 
Rail shims. 

Nora A. — ^The cost of labor and train service for distributing, un- 
loading, and applying ''other track material" used, and the cost of 
picking up and concentrating the material released shall be charged to 
aooount No. 220, "Tkack laying and surfacing." 
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Note B. — The excess coet of improved or heavier track material ap- 
plied for repairs of tracks, under a definite plan of changing standards, 
over the cost, at current prices, of material of the same weight and 
quality as that released, shall be charged to road and equipment account 
No. 10, "Other track material." 

Note C. — The cost of ** other track material" used for repairs of 
tracks in quarries and ballast pits shall be included in the appropriate 
clearing accounts, and of such track material used for repairs of tracks 
on car floats in account No. 323, "Floating equipment — Repairs." 

217. OTHER TRACK MATERIAL— DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of "other track materiaL'' (See special in- 
structions, section 8.) 

218. BALLAST. 

This account shall include the cost of gravel, stone, slag, 
cinders, sand, and like ballast material used in the repairs of 
tracks, including the cost of work-train service and of unloading 
the material. (See special instructions, section 11.) 

When the ballast taken from a pit is not sufficient to justify 
the opening of a clearing account, the cost of gravel and quarry 
rights and cost of sinking test holes shall be included in this 
account. 

(Note carefully special instructions, sections 2 and 3.) 

NoTB A. — The cost of loading cinders at ash pits shall be charged to 
account No. 388, ''Enginehouse expenses — Yard/' or to account No. 400, 
** Enginehouse expenses — ^Train." No charge to cover the value of 
cinders accumulated by the carrier shall be included in this account. 

NoTB B. — The cost of labor putting ballast in tracks shall be included 
in account No. 220, " Track laying and surfacing." 

NoTB C. — The excess cost of ballasting tracks over the cost of replac- 
ing in kind to its maximum height and width the ballast previously put 
in the roadbed shall be charged to road and equipment account No. 11, 
"Ballast." 

Note D. — Earth placed to form a crown in the middle of the track 
is not to be considered as ballast. 

NoTB E. — The cost of ballast used for repairs of temporary tracks, 
such as gravel pit or quarry tracks, shall be included in the appropriate 
clearing accounts. 

219. BALLAST— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of ballast. (See special instructions, section 8.) 
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890. TRACK LATINO AND SUBFACINO. 

Tbk aooooDt dudl indode: 

Appltino Ballabt.— The oort of labor eocpeoded in preparing 
the xoadbedt and applying ballast for lepain of traeka. 

ApPLTOfQ Tm.— The oost of labor e^iended in imloading, 
diatrilmting; and applying tiea for lepain of tracks; in gathering 
op and diqMDsing of the ties rdeased; and in respacing ties. 

AnpLTiNG Bails.— The oost of lalxxr expended in unloading, 
distributing^ cutting, slotting, drilling, adiing for, and laying 
ndls for repain of tracks; in gathering up and loading rails re- 
leased; and in a4iiisting for expansion and oontraction of rails. 

Applting othsb Track Matebiax..— The oost of labor ex- 
pended in unloading, distributing, and iq>plying other track 
material for lepain of tracks; and the oost of gathering up and 
loading the material released. 

Track MAiNTBNANCs.---The oost of labOT expended in alining, 
smCadng, gaupng, and shimming tracks; in tightoiing track 
boks and track flpikes; in restoring rails, tks, and ballast in case 
of washouts, derailments, and wrecks; and in taking up tracks. 

Train Skrvicb.— The cost of work-train service (except work 
trains distributing ballast material) in connection with work 
pertaining to track laying and surfacing. 

Track Changes. — The cost of track work (exclusive of the 
cost of track material) in taking up and relocating tracks. 

Other Expenses. — ^The cost of track la3ring and surfacing 
work not provided for elsewhere, and expenses, such as repair^ 
ing and replacing rail rests, official track inspection train service, 
and premiums in connection with track repairs. 

(Note carefully special instructions, sections 2 and 3.) 

Nona. — ^Tools and supplies used by track repair men and watchmeo 
shall be ofaaised to account No. 271, "Small tools and supplies." 

221. RIGHT-OF-WAY FENCES. 

This account shall include the cost of repairing right-of-way 
fences (including permanent snow and sand fences in lieu of 
ordinary right^f-way fences), farm gates, cattle guards, wing 
fences, aprons, and hedges, except those around stockyards, 
fuel stations, station and shop grounds, and buildmg sites. 

(Note carefully spedal instructions, sections 2 and 3.) 
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222. RIGHT-OF-WAY FENCES— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of right^f-way fences. (See special instruc- 
tions, section 8.) 

223. SNOW AND SAND FENCES AND SNOWSHEDS. 
This account shall include the cost of repairing permanent 

and portable snow and sand fences and snowsheds for the pro- 
tection of tracks from snow and sand, including rent of land 
for placing snow and sand fences. 

(Note carefully special instructions, sections 2 and 3.) 

NoTB A. — The cost of repairing pennanent snow and sand fenoM 
which take the place of right-of-way fences shall be included in account 
No. 221. *• Right-of-way fences." 

Note B. — The cost of setting up, taking down, and storing portable 
snow and sand fences shall be included in account No. 272, "Removing 
snow, ice, and sand." 

224. SNOW AND SAND FENCES AND SNOWSHEDS— 

DEPRECIATION. 
This account shall include charges covering the current loss 
from depreciation of snow and sand fences and snowsheds. (See 
special instructions, section 8.) 

225. CROSSINGS AND SIGNS. 

This account shall include the cost of repairing farm passes, 
highway crossings, and crossings of other railways crossing the 
carrier's right of way, except railways crossing at grade; also 
cost of repairing track signs. 

(Note carefully special instructions, sections 2 and 3.) 



DETAILA OF GRAOB CROSSINaB 

(See special instructions, section 22) 



Batteries, with track instruments 
and connections, including bat- 
tery renewals. 

Crossing gates. 

Crossing signal bells. 

Hose for sprinkling grade cross- 
ings. 

Paying. 



Planking. 

Soil crossing drains. 

Watch houses at croasiDgB. 

Warning signals. 

Water for sprinkling grade erom* 

ings. 
Water pipes. 
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Pien. indudiiic fc 

Bridge mpcntraeUra. Rfi«ning mod wine waDs, indiid- 

Deddns, iodudins roadwayB. inc foundatioos. 



DBTAILB OP UHDCaOKADB 

(See special matradaooa, aecAion 22) 
Drainage ayatema. Boadwaya and aidewalka. 



Rrtaining walla, outnde of bridge Cuiixng. 
abutmenta. 

tor OP SIGMB 

(See special ioatructiona, aecticm 22) 

'Boundary aigna. Sabdiviflion boarda. 

Mile aigna. Tunnel caution sgna. 

Monument atonea. Water aUtion aigna. 

Overhead-bridge caution aigna. Water trough aigna. 

Section sgna. Whistle aigna. 

Slow or atop aigna. Yard-limit aigna. 

None A. — The coat of re|>airing ahop and station overgrade footbridges 
and subwasrs not public higfawaya ahall be included in repairs of aoch 
buildings. 

Note B. — The cost of repairing a bridge or other stnicture which 
carries the track of another carrier over the accounting carrier's tracks 
shall be included in this account. The cost of repairing bridges or trestles, 
canying the carrier's tracks over roads, highways, or other railways, 
shall be charged to account No. 20S. "Bridges, trestles, and culverts." 

Note C. — The cost of repairing bridge signs shall be included in ac- 
count No. 208, "Bridges, trestles, and culverts." 

226. CROSSINGS AND SIGNS— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of crossings and signs. (See special instruc- 
tions, section 8.) 

227. STATION AND OFFICE BUILDINGS. 

This account shall include the cost of repairing station and 
office buildings, fixtures, and appurtenances (including those 
for heating and lighting), used by the carrier in its operations; 
also the cost of maintaining grounds appurtenant to such build- 
ings. 

(Note carefully special instructions, sections 2 and 3.) 
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STATION AND OFflCB 8TBU0TUKB8 AND DNTAIUI 

(See Qpedal inatruotions, section 22) 



Baggage rooms. 

Breakwaters for protection of 

buildings. 
Buildings and rooms for trainmen. 
Buildings on piers. 
CaU bells. 
Coal bins. 
Coal-transferring machinery (not 

on coal and ore wharves). 
Coal trestles (not at fuel stations). 
Commissarial buildings. 
Drainage and sewer systems. 
Dwellings. 
Eating houses. 
Electric wiring. 
Elevators and machinery. 
Express buildings. 
Fences. 

Fire-engine houses. 
Freight cranes. 
Freight derricks. 
Freight handling machinery. 
Freight houses. 
Garages. 

Gas-supply systems. 
General office buildings. 
Grain cribs. 
Grain elevators. 
Grain warehouses. 
Greenhouses. 
Hay houses. 
Heating plants. 
Hedges. 
Hoisting engines, for handling 

freight. 
Hose houses. 
Ice houses. 
Lighting plants. 
Mail cranes. 

Note. — Incidental cleaning, including the cost of cleaning snow from 
roofs, when done by station or office employees, shall not be included in 
this account. 

228. STATION AND OFFICE BUILDINGS— DEPRECIA- 
TION. 
This account shall include charges covering the current loss 
from depreciation of station and office buildings. (See special 
instructions, section 8.) 



Milk stands. 

Office buildings. 

Ore transferring machinery (not 
on coal and ore wharves). 

Outhouses. 

Pavement in ground limits. 

Platforms, freight. 

Platforms, passenger, including 
planking between tracks. 

Power distribution systems, in- 
terior. 

Reading rooms. 

Rooms for Y. M. C. A. 

Scale houses. 

Sidewalks. 

Stables. 

Station footbridges (not highway 
crossings). 

Station intertrack fences. 

Station platforms. 

Station signs. 

Station stairways. 

Station subways (not highway 
crossings). 

Station power houses. 

Stations, freight. 

Stations, passenger. 

Stock pens. 

Storehouses. 

Telegraph offices. 

Telpher systems. 

Track scales. 

Transfer houses. 

Transfer platforms. 

Waiting rooms. 

Warehouses. 

Washrooms. 

Water-supply systems. 
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229. ROADWAY BITILDINQS. 

This acooimt shall mdade the cost of lepairing roidwaj ehops 
and other roadway buildingB, mduding dninagBi imter, gM» 
and sower pipes and thdr eoimectioDS, nuiflhmeiy and other 
i^ypanttus, fixtures, and furniture in ihe bdldiiisi; also ihe oost 
of wMMtit^anwig tiie grounds i^ppurtenant to such buiHingt. 

(Note carefully qiedal instructioDSy sections 2 and 3.) 

USr OF aOADWAT SIBOCrOSBB 

(Seeq;Moial initnictions, 1601101122) 

Bfaw f ormatarisL Oflkes. 

Blsdamith riioiM. OathouaeB. 

Bouding houses. Plaoing mills. 

BraakwatanfariifoteotioDof Rail shops used solely for veiMin 

*"fliW»»iD»^ of tnek materisL 

CsrpsQtsr riiops. Repair riiops. 

DwelUnai for roadway employees. Scrap bins. 

Fir»«isine houses. Section dweffing houses. 

Fiot shops used solely for repoin Stables. 

of tnek matenaL Sto r ehoo s es. 

Hand-oar houses. Tool houses. 

Lomber sheds. Waftdi houses. 

Nora A. — The cost of repairing signal and interlocker buOdingi and 
their appurtenances shall be included in account No. 249, ** Signals and 
interlocken." 

Noi« B. — Incidental cleaning, including the cost of cleaning snow 
from roofs, when done by employees regularly working in the buildings, 
shall not be included in this accoimt. 

230. ROADWAY BXnLDINGS-DEPRECUTION. 

This account shall include charges covering the current loss 
from depreciation of roadway buildings. (See special instnic- 
tions, section 8.) 

231. WATER STATIONS. 

This account shall include the cost of repairing water stations, 
fixtures, and appurtenances used by the carrier in its operations, 
and the cost of maintaining the grounds appurtenant to such 
stations. 

(Note carefully special instructions, sections 2 and 3.) 
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SOS 



WATBB STATION STBUCTOBBS AND DVTAILB 

(See Q>ecial instructions, sectioD 22) 



Boilers. 

Breakwaters for protection 

buildings. 
Buildings on piers. 
Cisterns. 
Dams. 
Fences. 
Outhouses. 
Penstocks. 
Pump houses. 
Pumps. 
Purif 3dng plants. 



Reservoirs, 
of Settling basins. 

Stationary engines. 

Steam pipes. 

Tanks and foundations. 

Track tanks. 

Tubs. 

Water cranes. 

Water-pipe lines. 

Water-treating plants. 

Wells. 

Windmills. 



Note. — Incidental cleaning, including the cost of cleaning snow from 
roofs, when done by water station employees, shall not be included in 
this account. 

232. WATER STATIONS-DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of water stations. (See special instructions^ 
section 8.) 

233. FUEL STATIONS. 

This account shall include the cost of repairing fuel stations, 
fixtures, and appurtenances used by the carrier in its operations, 
and the cost of maintaining the grounds appurtenant to such 
stations. 

(Note carefully special instructions, sections 2 and 3.) 

FUEL STATION STBUCTUBBS AIYD DBTAIIA 

(See special instructions, section 22) 



Breakwaters for protection of 

buildings. 
Buckets. 

Buildings on piers. 
Coal buggies. 
Coal hoists. 

Coal pockets and chutes. 
Dumping machinery. 
Elevating machinery. 
Fences. 
Fuel houses. 
Fuel-oil columns. 
Fuel-oil plants. 



Fuel-oil pumps. 
Fuel-oil sumps. 
Fuel-oil tanks. 
Fuel platforms. 
Fuel wharves. 
Inclines. 
Outhouses. 
Scales. 
Sheds. 

Stationary engines. 
Tipple cars. 
Weighing apparatus. 
Wood racks. 



Note. — Incidental cleaning, including the cost of cleaning snow from 
roofs, when done by fuel station employees, shaU not be included in this 
account. 
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234. FUEL STATIONS-DEPRECIATION. 

This account shall include charges covering ihe comnt km 
from depreciation <tf fuel stations. (See special instraetiooa» 
sections.) 

235. SHOPS AND ENGINEHOUBES. 

This account shall include the cost of lepairing shop and 
lengjmehouse buildings, fixtures, and appurtenances used by the 
canier in repairing and preparing equipment, and the eost of 
maintaining the grounds iq>purtenant to such buiMingB. 

(Note carefully special instructions, sections 2 and 3.) 

SHOP AHD BMOINBHOUSB flrraUOTUBSS AJKD DSC^OS 

(See vooial imtniotkuis. aeetkui 22) 



Air-oooiprasor I kwibbs. 

Aih pits and poekets. 

Aih plants. 

Bins for matenaL 

Blsokmith diops. 

Bnakwaten for protection of 
boildinck 

BuiMings oo pisn. 

Carohsds. 

Car shops. 

Carpenter shops. 

Cinder pits. 

Cinder pockets. 

Drop pits. 

Dty houses. 

£!lectric-power distribution sys- 
tems within buildings. 

Enginehouses. 

Fire-engine houses. 

Footbridges (not public highways). 

Foundries. 

Gas-oompresBor houses. 

Heating plants. 

Hose houses. 

Ice houses. 

Laboratories. 

Lighting plants. 

Lumber sheds. 

Machine shops. 

Material and supply truck tracks. 

Motor-crane tracks. 

NoTB A. — The cost of repairing machinery and other apparatus, in- 
duding special foundations, in shops for maintenance of equipment 
shall be included in account No. 302, "Shop machinery/' 



Oflloes, shop. 
OHhoosesi 
Outhouses. 
Paint shops. 
Pipe lines, air, Interior. 
Pipe lines, car-heating. 
Pipe lines, gas, interior. 
Planing niills. 
Platforms, tbofp and yard. 
Repair shops. 
Sand houses. 
Scale houses. 
Scrap bins. 
Sidewalks. 
Stables. 

Steam distribution ayvtmna, in- 
terior. 
Storehouses. 
Tanks, gas. 
Tanks, oil. 
Test rooms. 
Tin shops. 
Tool houses. 
Track scales. 
Transfer tables. 
Turntables. 
Upholstering shops. 
Warehouses. 
Wash rooms. 
Watch houses. 
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Note B. — Incidental cleaning, including the cost of cleaning snow 
from roofs, when done by shop employees, shall not be included in this 
account. 

236. SHOPS AND ENGINEHOUSES— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of shops and enginehouses. (See special in- 
structions, section 8.) 

237. GRAIN ELEVATORS. 

This account shall include the cost of repairing structures for 
the transfer, treatment, and storage of grain, including con- 
veyors, machinery and fixtures; also the cost of mMn fjtining 
the grounds appurtenant to such buildings. 

The buildings referred to in this account are large elevators in 
which a regular grain business is handled or grain is stored for 
various owners. 

(Note carefully special instructions, sections 2 and 3.) 

Note A. — Small storage elevators at way stations, where the freight 
is received for shipment, etc., are classed as station buildings. 

Note B. — Incidental cleaning, including the cost of cleaning snoW 
from roofs, when done by grain elevator employees shall not be included 
in this account. 

238. GRAIN ELEVATORS— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of grain elevators. (See special instructions, 
section 8.) 

239. STORAGE WAREHOUSES. 

This accoimt shall include the cost of repairing storage ware- 
houses, including machinery and fixtures therein; also the cost 
of maintaining the grounds appiutenant to such warehouses. 

The buildings referred to herein are not the ordinary freight 
warehouses or stations where freight is received for shipment, 
etc., but are warehouses in which merchandise is stored and 
which the carrier operates as storage warehouses. 

(Note carefully special instructions, sections 2 and 3.) 

Note. — Incidental cleaning, including the cost of cleaning snow 
from roofs, when done by storage warehouse employees, shaU not be 
included in this account. 
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210. STORAGE WABEHOUBES-DEPREdATION. 

This acooimt dudl inehide dmrgBB oovmng the emnnt kat 
froni ctepreoMtticMi of storagB wftrdnoraoB. (Boo iipofiiil iiMrtniO" 
tioiiB, sectioQ 8.) 

241. WHARVES AND DOCKS. 

This acooimt diaU indude the 0Q8t of iqMiiiDg iriiaiv^ 
at nuMiney lakOi or river docks; diedsbog waterway 
and around such structures, indudnig removal of dredgsd-out 
material; and cuttang ice in and around docka and idiarves to 
prevent damage; also cost of repairs of oribwork, raeksi or 
caissons for preserving the depth of water in docks; and oost of 
lepairs of guards, inling, and other protection against damage by 
drift or ice. 

(Note carefully special instructions, sections 2 and 3.) 



nWKAXIM 03P WSAXVaS AXD DOCKB 

(See vooial initniotions, aeotion 2^ 

Bridae pontoons. Feny bridsee. 

Bulkbeeds. Feny ntcks. 

CeiiKmi. Fenydipa. 

Cribwork. Jetties and indinea. 

Dty docka. Tranaf er-bridge maohineiy. 

Ferry-bridge machinery. Transfer bridges. 

Note A. — The cost of repairing buildings, tracks, and mAchtnery 
(not bridge machinery) on wharves and piers shall be charged to the ap- 
propriate expense accounts. 

Note B. — The cost of repairing coal and ore wharves shall be charged 
to accoimt No. 243, "Coal and ore wharves." 

Note C. — Incidental cleaning, when done by regular wharf employees, 
shall not be included in this account. 

242. WHARVES AND DOCKS— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of wharves and docks. (See special instruc- 
tions, section 8.) 

243. COAL AND ORE WHARVES. 

This account shall include the cost of repairing wharves and 
docks, including the cost of repairing conveyors, machinery, and 
fixtures for the transfer, treatment, blending, or storage of coal 
or ore. 

(Note carefully special instructions, sections 2 and 3.) 
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NoTB A. — The stnicturefl referred to id this account do not indude 
small transfer or storage trestles at stations where ooal is stored or de- 
livered, such trestles being classed as station buildings. 

Note B. — Incidental cleaning, including the cost of cleaning snow 
from roofs, when done by coal and ore wharf employees, shall not be in- 
cluded in this accoimt. 

244. COAL AND ORE WHARVES—DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of coal and ore wharves. (See special instnio- 
tionSy section 8.) 

245. GAS PRODUCING PLANTS. 

This account shall include the cost of repairing gas producing 
and gas compressing plants, including the machinery and ap- 
pliances in such plants; also the cost of maintaining the grounds 
appurtenant to such plants. 

(Note carefully special instructions, sections 2 and 3.) 

NoTS. — Incidental cleaning, including the cost of cleaning snow from 
roofs, when done by employees of the gas producing plant, shall not be 
included in this account. 

246. GAS PRODUCING PLANTS-DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of gas producing plants and gas compressing 
plants. (See special instructions, section 8.) 

247. TELEGRAPH AND TELEPHONE UNES. 
This account shall include: 

Telbgraph. — ^The cost of repairs of telegraph outside plant 
and terminal equipment for which the carrier is responsible, in- 
cluding the cost of work-train service and of special tools pro- 
vided for the work. 

Telephone. — ^The cost of repairs of telephone outside plant 
and terminal equipment for which the carrier is responsible, 
including the cost of work-train service and of special tools 
provided for the work. 

(Note carefully special instructions, sections 2 and 3.) 
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vrntAXiM or rmtMaiuFB akd 

0ee vedal initnietkxu* netioo 22) 

Bsttarin. fbmftnd medhmiBAl 

Cablei ftnd wim, interior. BeetfiBm. 

Conduitfl, interior. RheoBhiti 

ConooeCinc wiiw. SokKngftnd 

Cnmnt-ooiittoliiiig liMtmiiicnte. SwitehboMtli. 

Eteetrie CBoenton ftnd motori. Teilinc outfits. 



EnflfnM. atfttlonftnr. 

nBTAILS OF TBUMUUVB A3KD TmiMFOOMU OOnmi VLAST 

(See 9edftl infltiuctiooi, section 22) 

AsrisI sttftffhments. Ooy wires. 

Tnsolfttofs. 



Pbles. 

Cable boies snd appurtensnoes. Sabmarine cables and eonnectioos. 

Cables and wires, aeriaL Telephone pole boses. 

Conduits and ai^Mirtenanoes. 



Undergroiind cables and oonnee- 
Gnj stubs. tions. 

NoTB. — ^The salaries, rent, other office expenses, and traveling ex- 
penses of superintoidents of telegraph and telephone, their asristants, 
clerks, and attendants, when engaged both in maintaining and operat- 
ing telegraph and telephone lines, shall be apportioned equally between 
this account and account No. 407, " Telegraph and telephone operation." 

248. TELEGRAPH AND TELEPHONE LINES—DEPRE- 

CUTION. 
This account shall include charges covering the current loes 
from depreciation of telegraph and telephone lines. (See special 
instructions, section 8.) 

249. SIGNALS AND INTERLOCKERS. 

This account shall include the cost of repairing signals and 
interlockers governing the movement of trains, including salaries, 
rent, and other office expenses, and the traveling expenses of 
division signal engineers, signal supervisors, their assistants, 
clerks, and attendants; also the cost of special tools furnished 
for such work. 

(Note carefully special instructions, sections 2 and 3.) 



APPENDIX B 



809 



DVTAILS OF SIGNALS AND INTSBLO0KBB8 

(See special instructions, section 22) 



Air compressors. 
Batteries. 
Boilers. 

Distant signals. 
Dynamos. 

Engines, stationary. 
Gates at crossings of other rail- 
roads. 
Home signals. 
Interlocker buildings. 
Interlocker machinery. 
Interlocker mechanism. 
Levers. 

Power transmission lines. 
Rail bonds. 

Railway-crossing signals. 
Relays. 



Semaphores. 

Signal and switch leyers. 

Signal arms. 

Signal blades. 

Signal bridges. 

Signal buildings. 

Signal lamp brackets and oonneo- 

tions. 
Signal lamps. 
Signal machinery. 
Signal poles and foundations. 
Signal pulleys and foundations. 
Special appliances. 
Station signals. 
Train-order signals. 
Wiring. 



NoTB. — The cost of repairing track material, such as switches, special 
track fastenings, split rails, and frogs used in connection with inter- 
lockers, shall be charged to account No. 216, "Other track material.' 



ff 



250. SIGNALS AND INTERLOCKERS— DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of signals and interlockers. (See special in- 
structions, section 8.) 

251. POWER PLANT DAMS, CANALS, AND PIPE LINES. 
This account shall include the cost of repairing dams, canals, 

and pipe lines and accessories devoted to the utilization of water 
power for the operation of trains and cars, and to furnish power, 
heat, and light for general purposes. 

(Note carefully special instructions, sections 2 and 3.) 



Aqueducts. 
Bridges. 
Fences. 
Footbridges. 
Fore bays. 
Gates. 
Grids. 
Inlet valves. 



DSTAILS OF OAliS, CANALS AND PIPB LINBS 

(See special instructions, section 22) 

Penstocks. 

Reservoirs. 

Roadways. 

Sluices. 

Valves. 

Viaducts. 

Walls. 
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252. POWER PIANT DAMS, CANALS, AND PIPE LINES— 

DEPRECIATION. 
This account shall include chaiges covermg ihe cunent loss 
from depfeciation of power plant dams, canals, and pipe lines. 
(See special instractioos, section 8.) 

253. POWER PLANT BUILDINGS. 

This account shall include the cost of repairing ihe boildingi 
of power plants which furnish power for ihe operation of trains 
and cars, and furnish po?rer, heat, and li|^t for general purposes, 
including distinct power plant buildings at shops; drainage, 
water, and sewer pipes and their c<uinections; miscellaneous 
furniture and fixtures; and the cost of maint«aining the grounds 
appurtenant to such buildings. 

(Note carrfully special instructions, sections 2 and 3.) 

NoTB A. — ^The ooit of reiwirins maohineiy and other appaiatiu in 
fnenJ power planti ahall be inoiuded in aocount No. 904, ** Power plant 
machinery." 

NoTB B. — ^Ineideotal wi— «<t>g, including the cost of cleaning snow 
horn roofa, when done by power plant cmpios^eea, ahali not be included 
in thk account. 

264. POWER PLANT BUILDINGS— DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of power plant buildings. (See special in- 
structions, section 8.) 

265. POWER SUBSTATION BUILDINGS. 

This account shall include the cost of repairing buildings of 
power substations, including storage-battery stations, used to 
toansfonn power for the operation of trains and cars, and to 
furnish power, heat, and light for general purposes; drainage, 
water, and sewer pipes and their connections; fixtures, including 
wiring for lighting and heating; and miscellaneous furniture 
and fixtures; also the cost of maintaining the grounds appur- 
tenant to such buildings. 

(Note carefully special instructions, sections 2 and 3.) 

Norn A. — The cost of repairing substation apparatus for transform- 
ing or storing power in power substations shall be included in account 
No. 306. *' Power substation apparatus.'! 
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NoTB B. — Incidental cleaoing, including the cost of cleaning snow 
from roofs, when done by subetation employees, shall not be included in 
this account. 

266. POWER SUBSTATION BUILDINGS— DEPRECIA- 
TION. 
This account shall include charges covering the current loss 
from depreciation of power substation building?. (See special 
instructions, section 8.) 

257. POWER TRANSMISSION SYSTEMS. 

This account shall include the cost of repairing systems for 
transmitting high-tension power from power houses to the 
point where transformed for use, including the cost of work-train 
service and special tools furnished for such work. 

(Note carefully special instructions, sections 2 and 3.) 



DBTAILB OF POWBB TRANSMISSION STSTBlfS 

(See special instructions, section 22) 

Cables. 

Cut-outs (not at power houses and 

substations). 
Feed wires. 
Guard wires. 
Insulators and connections. 



Span wires. 

Switchboards (not at power houses 

and substations). 
Transformers (not at power houses 

and substations). 



Note A. — The cost of repairing track material, such as insulated rail 
splices used in connection with transmission systems shall be charged 
to account No. 216, *' Other track material." 

Note B. — When the electric current generated or received is changed 
by means of (a) rotary converters, (6) motor generator sets, or (e) static 
transformers (substation apparatus), that portion of the line or outside 
conductor Bystem carrying current other than the operating kind or 
voltage shall be classed as transmission system. When the electric 
current is generated or received and used substantially unchanged in 
voltage and kind, the line or outside conductor sjrstem, including any 
feeders, trolley wires, booster circuits, and supplementary return, shaU 
be classed wholly as distribution system. Tie lines between generating 
stations and substations should follow the same rule as other lines. 

258. POWER TRANSMISSION SYSTEMS— DEPRECIA- 
TION. 
This account shall include charges covering the current loss 
from depreciation of power transmission lines. (See special 
instructions, section 8.) 
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250. POWER DISTRIBUTION SYSTEMS. 

This account shall include the cost of repairing electric 
tribulion systems, whether overhead, surface, or undei^ground, 
for conveying low-tension power for propelling trains and cars, 
and for power, heat, light, and general purposes. 

(Note carefully special instructions, sections 2 and 3.) 

DSTAILB OF POWBB OUmUBUTION BTSTBlfS 

(See special inBtnictionB, section 22) 

Compressed-air pipe lines. Span wires. 
Cut-outs (not at power houses and Steam pipe lines. 

substations) . Switchboards (not at power houses 

Feed wires. and substations). 

Guard wires. Third rail. 

Insulators and connections. Third-rail braces. 

Overhead trolley wires. Third-rail insulation and proteo- 

Rail bond plugs. tion. 

Rail bonds. Third-rail supports. 
Rail inwilAtJTig devices. 

Note A. — The cost of repairing and replacing track material, such as 
insulated rail splices, used in connection with electric distribution sys- 
tems, shall be charged to account No. 216, "Other track material." 

NoTB B. — The cost of repairing that portion of distribution ss^tems 
located in shop buildings and station and office buildings shall be included 
in the cost of repairing the buildings. The cost of repairing distribution 
systems in plants used exclusively for operating signals and interiockers 
shall be included in account No. 249, "Signals and interiockers." 

Note C. — When the electric current generated or received is changed 
by means of (a) rotary converters, (6) motor generator sets, or (c) static 
transformers (substation apparatus), that portion of the line or outside 
conductor system carrying current other than the operating kind or 
voltage shall be classed as transmission system. When the electric 
current is generated or received and used substantially unchanged in 
voltage and kind, the line or outside conductor system, including any 
feeders, trolley wires, booster circuits, and supplementary return, shall 
be classed wholly as distribution system. Tie lines between generating 
stations and substations should follow the same rule as other lines. 

260. POWER DISTRIBUTION SYSTEMS— DEPRECIA- 

TION. 
This account shall include charges covering the current loss 
from depreciation of power distribution systems. (See special 
instructions, section 8.) 

261. POWER LINE POLES AND FIXTURES. 

This account shall include the cost of repairing and replacing 
electric line poles, cross arms, and insulating pins; brackets and 
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other pole fixtures; and braces and other supports for holding 
poles in position; also the cost of repairing structures primarily 
for supporting the overhead electric construction. 
(Note carefully special instructions, sections 2 and 3.) 

262. POWER LINE POLES AND FIXTURES— DEPRE- 

CLAlTION. 
This account shall include charges covering the current loss 
from depreciation of power line poles and fixtures. (See special 
instructions, section 8.) 

263. UNDERGROUND CONDUITS. 

This account shall include the cost of repairing conduits re- 
quired for underground electric wires and cables of electric rail- 
way construction, including manholes, sewer connections, 
sewer traps, and all other material necessary for the maintenance 
of the conduit system. 

(Note carefully special instructions, sections 2 and 3.) 

264. UNDERGROUND CX)NDUITS— DEPRECL^TION. 
This account shall include charges covering the current loss 

from depreciation of imderground conduits. (See special in- 
structions, section 8.) 

265. MISCELLANEOUS STRUCTTURES. 

This account shall include! the cost of repairing permanent 
structures, not provided for elsewhere, including the cost of 
repairing all furniture and fixtures to equip them for use. It 
shall also include the cost of maintenance of the grounds ap- 
purtenant to such structures. 

(Note carefully special instructions, sections 2 and 3.) 

NoTB A. — ^When separable the cost of maintaiDing structures which are 
rented to other companies or individuals shaU be charged to the income 
account in which is included the rent received for use of the structures. 

NoTB B. — Incidental cleaning, including the cost of cleaning snow 
from roofs, when done by employees reguhirly working in miscellaneous 
buildings, shaU not be included in this account. 

266. MISCELLANEOUS STRUCTURES-DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of miscellaneous structures. (See special 
instructions, section 8.) 
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267. PAVING. 

This account shall mclude the cost of repairing paving about 
tracks in public highways and streets through which the carrier'a 
tracks are laid. 

(Note carefully special instructions, sections 2 and 3.) 

NoTB. — The cost of repairing paving upon the oanier's lands, within 
the grounds of buildings or other stnietures, shall be inehided in the ac- 
counts provided for the repairs of the stnietores, and the cost of repair- 
ing paving upon the carrier's right of way at croasingB in account No. 225. 
** Crossings and signs." 

268. PAVING—DEPRECIATION. 

This account shall include charges covering the current loss 
from depreciation of pacing. (See special instructions, section 8.) 

269. ROADWAY MACHINES. 

This account shall include the cost of repairing roadway ma- 
chines which arc used for the repairs of roadway and structures. 
(Note carefully special instructions, sections 2 and 3.) 

LIST OF ROADWAY 1CACHINS8 

(See special instructions, section 22) 

Boilers, portable. Grading outfits. 

Cars, hand. Hydraulic outfits. 

Cars, lever. Jacks, hydraulic. 

Cars, motor inspection. Log loaders. 

Cars, push. Pile drivers. 
Cars (small), crane, for supply- Plows, unloading. 

yards and general use. Rail unloaders. 

Concrete mixers. Rook crushers. 

Ditching machines. Steam rollers. 

Dredging machines. Timber trucks. 

Engines, portable. Velocipedes. 

Note A. — The cost of repairing machines in the maintenance of equip- 
ment shops shall be included in account No. 302, "Shop machinery," as 
provided for therein. 

Note B. — The cost of repairing roadway machines, such as pile 
drivers, log loaders, hoisting engines, and concrete mixers, when per- 
manently mounted for movement on carrier's tracks, shall be included 
in account No. 326, "Work equipment — Repairs." 

270. ROADWAY MACHINES— DEPRECUTION. 

This account shall include charges covering the current loss 
from depreciation of roadway machines. (See special instruc- 
tions, section 8.) 
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271. SMALL TOOLS AND SXJPPLIES. 

Tliis account shall include: 

Roadway and Tback Tools. — ^The cost of roadway tools 
(except special tools provided for elsewhere), including the cost 
of repairing such tools. 

(Note carefully special instructiotis, sections 2 and 3.) 



LIST OF BOADWAT AND TRACK TOOUB 

(See special izistructions, section 22) 



Adzes. 
Anvils. 
Augers. 
Axes. 

Ballast forks. 
Bars, claw. 
Bars, crow. 
Bars, lining. 
Bars, pinch. 
Bars, raising. 
Bars, tamping. 
Braces and bits. 
Brooms. 
Brush hooks. 
Cable stretchers. 
Cables. 
Cans, oil. 
Cans, water. 
Cant hooks. 
Chains. 
Chisels, track. 
Chisels, wood. 
Curbing hooks. 
Dippers. 
Drawing knives. 
DriU bits. 
Drills (portable). 
Flags, signal. 
Furnaces (portable). 
Grindstones. 
Hammers, napping. 
Hammers, paving. 
Hammers, spiking. 
Handles for tools. 
Hatchets. 
Hoes. 

Jack levers. 
Jacks, ratchet. 
Jacks, screw. 
Jacks^ track. 



Kegs, water. 

Ladders. 

Lanterns and fixtures. 

Lawn mowers. 

Levels. 

Lines for ditching. 

Nippers. 

Oilstones. 

Padlocks. 

Pails, water. 

Paint brushes. 

Picks, day. 

Picks, tamping. 

Pike poles. 

Post-hole diggers. 

Post-hole tampers. 

Punches. 

Rail benders. 

Rail tongs. 

Rakes. 

Rope. 

Saws, crosscut. 

Saws, hand. 

Scrap boxes. 

Scythes. 

Shovels. 

Sickles. 

Sledges. 

Spades. 

Spike mauls. 

Spike pullers. 

Spot boards. 

Squares. 

Straightening machines. 

Tape lines. 

Thermometers for laying rail. 

Tongs. 

Tool boxes. 

Torches. 

Track gauges. 
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Track leveU. Whetstones. 

Vises. Wood mallets. 

Weed spuds. WreDcbee, monkey. 

Wheelbarrows. Wrenches, track. 

RoADWAT AND Track SUPPLIES. — ^Thc cost of supplies con- 
sumed in connection with the operation of roadway machines 
while used in repairs of roadway and tracks; and cost of supplies 
used by trackwalkers, track watchmen, and roadway and track 
repair men. 

ITBMB or BOADWAT SUPPLDDa 

(See special iDstnictions, section 22) 

Alcohol for hs^draulic jacks. 
Fuel for heating tool and other section houses. 
Fuel for portable forges used in roadway and track work. 
Gasoline for motor cars. 

Oatmeal and ice for drinking water used by roadway and track repair 
men. 
Oil and waste for hand cars, lever cars, motor inspection cars, and push 



Oil and wicks for lanterns used by trackwalkers, track watchmen, and 
roadway and track repair men. 

Oil and wicks for lighting tool and other section houses. 

Torpedoes used by trackwalkers, track watchmen, and roadway and 
track repair men. 

Water for section houses. 

272. REMOVING SNOW, ICE, AND SAND. 

This account shall include the cost of keeping track and road- 
way clear of snow, ice, and sand. 

It shall include cost of preventing accumulation, such as the 
cost of distributing, setting up, inspecting, taking down, and 
regathering portable snow and sand fences; and cost of tools 
furnished for the purpose; also cost of storing fences. 

It shall include cost of remo\dng accumulations of snow, ice, 
and sand, cost of snow-plow and flanger service, and of work- 
train service; cost of applying and removing flangers from loco- 
motives and cars, and of slatting pilots; cost of salt to keep 
switches clear; and cost of meals and lodging for men employed 
in removal service. 

(Note carefully special instructions, sections 2 and 3.) 

273. ASSESSMENTS FOR PUBLIC IMPROVEMENTS. 
This account shall include the carrier's proportion of the cost 

of repairing public improvements, such as sewers, curbs, gutters, 
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pavement and sidewalks, including costs of such repairs made 
under Government regulations by liie carrier's own employees. 
(Note carefully special instructions, sections 2 and 3.) 

NoTB. — The oost of repairs, required by Government authority, to 
paving between rails and adjacent to tracks laid through public highways 
shall be included in account No. 267, *' Paving." 

274. INJURIES TO PERSONS. 

This account shall include expenses on account of injuries to 
persons which occur directly in connection with the maintenance 
of way and structures, including injuries occurring in connec- 
tion with the operation of work trains in such service, and in- 
juries caused by defective highways within the right of way. 

It shall also include expenses on account of injuries to em- 
ployees incurred while demolishing structures, the maintenance 
of which would be chargeable to Maintenance of Way and 
Structures; services of employees and others called in consulta- 
tion in connection with claim adjustments; pay and expenses 
of employees while engaged as witnesses at inquests and law- 
suits; and a suitable proportion of donations made to hospitals. 

ITBM8 or BZPaKSlI 

(See special instructions, section 22) 



Medical and surgical services. 
Medical and surgical supplies. 
Notarial fees. 
Nursing. 

Railway transportation. 
Undertakers* services. 
Undertakers* supplies. 
Witnesses* fees and expenses at in- 
quests and law-suits. 



Artificial limbs. 

Carriage fees. 

Claim adjusters' and clerks* ser- 
vices. 

Claim adjusters* ofiBce expenses. 

Compensation for injuries or death. 

Final judgments, including plain- 
tififs' court costs. 

Funeral expenses. 

Hospital attendance. 

Note A. — Expenses incident to personal injury suits, not otherwise 
provided for, shall be included in account No. 454, '*Law expenses." 

Note B. — Amounts donated by a carrier to hospitals shall be distrib- 
uted, 25 per cent to account No. 274, "Injuries to persons"; 25 per 
cent to account No. 332, "Injuries to persons*'; and 50 per cent to ac- 
count No. 420, " Injuries to persons." 

Note C. — The pay, office rent, office expenses, and other expenses 
of claim adjusters, claim clerks and others in charge of or engaged in 
connection with claim cases, when not assignable to a distinct class of 
claims, shall be apportioned equally among the several classes of claims 
over which they have jurisdiction or in connection with which they 
are engaged. 
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278. mSURANCE. 

This account diall inchide |»«iiiiiiiifl| eioepi i t wuw i im ipa 
premiums, for insuimg the carrier agunst lorn thica^ iojuiM 
to perBona or damage to or deBtructkm or lorn of property, 
lAether caused by fire, accidoit, or other cauae, when auch kMB 
to the carrier would be chaigeable to Maintenance of Way and 
SfcruetureB; also premiums on fiddity bonds of employees iriuae 
pay is changeable to Maintenance of Way and Struciui e s , 
(See apedal instructions, section 18.) 

NoTB. — ^The pramioma paid by the otfrier to its inammiioe ftmd shall 
be oiedited to an inauraace reeerve aooount, to which aooount shaU ba 
ehai 'ge d the amoant of ail daima for injuiiea to pei s oiia and ^*«i*ff— 
to the property cov e red by ita inanranee. To each aooount afaall alao be 
ehaiied iJl reinaurance premiuma paid to inamance oompaniiw, and to 
H aiiall be credited ail amoonta rec o vere d from inaBranoe ownpaniea In 
isimbaraeineat for loaaea under anoh reinaurance. 

276. STATIONERY AND PRINTING. 

This account diall include the cost of stationeiy and printing 
used in connection with miuntenance of way and stnietuiea. 

STAnonnnrr and nmnmo mm 

(See q>eclal iDatnictiona, section 22) 

Adding machines. Dictaphones. 

Addreasognphs and supplies. Dictographs. 

Arm rests. Drawing paper. 

Binders. Duplicators. 

Blank books. Electric pens. 

Blotters. Ehivelopes. 

Blotting paper. Erasers, rubber and steel. 

Bristol board. E^yelet punches. 

Calculating machines. Eyelets. 

Calendars. Hie boxes, paper. 

Carbon paper. Forms, blank and printed. 

Cardbofl^. Glass pens. 

Cards, blank and printed. Hectographs. 

Circulars. Indexes. 

Computing tables. Ink for writing and 

Copy (impression) books. Inkstands. 

Copying brushes. Invoice books. 

Cop3ring presses. Legal cap paper. 

Crayons. Letter paper. 

Croes-eection books. Manifold paper. 

Cross-section pi4;)er Manifold pens. 

Cyclostyles. Mimeographs. 

Dating stamps and ribbons. Mucilage, 
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Mucilaee brushes. 
Neostyles. 
Note paper. 
Notices. 

Numbering stamps. 
Oil paper. 
Paper. 

Paper baskets. 
Paper clips. 
Paper cutters. 
Paper fasteners. 
Paper files. 
Paper weights. 
Papyrographs. 
Pencil sharpeners. 
Pencils for writing and drawing. 
Penholders. 
Penracks. 

Pens for writing and drawing. 
Phonographs and records. 
Pins. 
Postage. 

Profile books and paper. 
Punches (not conductors' or bag- 
gagemen's). 
Rubber bands. 
Rubber stamps. 

NoTB. — The cost of dictionaries, periodicals, technical books, etc., 
shall be included in the appropriate superintendence accounts. 

277. OTHER EXPENSES. 

This account shall include all expenses in connection with 
maintenance of way and structures not provided for elsewhere. 

ITBlfB OF BZFBNSB 

(See special instructions, section 22) 

Pay and expenses of maintenance of way employees attending con- 
ferences with officers in connection with wage disputes. 

Fees paid arbitrators in wage disputes with maintenance of war em- 
ployees. 

Payments to maintenance of way employees for time absent on ac- 
count of sickness, when not compensation for personal injuries. 

Gratuities paid to persons for discovering defective rails, etc. 

278. MAINTAINING JOINT TRACKS, YARDS, AND 

OTHER FACILITIES— DR. 
This account shall include the carrier's proportion of the costs 
incurred by others in maintaining joint tracks, yards, terminals, 
and other facilities. 



Rulers. 

Ruling pens. 

Scrapbooks. 

Sealing was. 

Seals. 

Shears. 

Shipping tags. 

Shorthand notebooks. 

Sponge cups. 

Sponges. 

Stamps, impression. 

Stylographs. 

Tablets, blank and printed. 

Tape. 

Telegraph blanks. 

Tissue (impression) paper. 

Tracing cloth. 

Tracing paper. 

Twine. 

Typewriters and ribbons. 

Wage tables. 

Wastebaskets. 

Water colors. 

Water holders. 

Wrapping paper. 

Wringers for copying 
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Nois. — Thb pmpoie ol tUt aeooant is to Aem tiiA aaMMuli 
•cynit tbe OAirior for its proportioD of tbe ooofc of mrinteining 
yaidi, and otlier roadway and atnietuie fadlHiea malntafafd bf otim 
and in tbe joint use of which the oairior participatea. (8aa ^padal fai- 
■Iraetioiia, aection 0.) 

279. BCAINTAININO JOINT TRACKS, YARDB^ AND 
OTHER FACILrnE&-CR. 
This aoeoimt shall mdude amoimtB ohaigeaUe to othen ii 
their proportioiiB of the cost incurred by the canier in msin- 
♦^mifig joint trackSi yards, tenninals, #»d other facilities. 



NoTB.—The puipoae of this account is to show the amounta aecndni 
in favor of the canier and against others for their pn^mrtions of the cost 
of maintaining tracks, yards, and other roadway and stnieture fadlitks 
maintained fay the canier and in the joint use of which others partiajpatSi 
(See (QMoial instructions, section 0.) 

n. MAmTENANCE OF EQUIPMENT. 

Tlie primary accounts included in this general account are 
designed to show the expeDses of maintaining the carrier's equqh 
ment and the carrier's expense for the repairs of other equip- 
ment used in its operations, also the cost of mMntaining the 
fixed improvements which are classified as shop and power 
plant machinery, and power substation apparatus. The repair 
accounts shall include foreign roads' freight charges for trans- 
porting the carrier's equipment to shops for repairs and for 
transporting such equipment to the carrier's line after repairs 
have been made. No charge shall be made to these accounts 
for transporting equipment in the carrier's transportation serv- 
ice trains to shops for repairs or from shops after repurs have 
been made. 

The accounts for maintenance of equipment shall be kept in 
such manner as to show separately, by primary accounts, the 
expenses directly assignable to sleeping-car operations, water- 
line operations, dining and bufifet sendee, producing power sold, 
and other miscellaneous operations. 

301. SUPERINTENDENCE. 

This account shall include: 

Pat of Officers. — ^The pay of officers directly in charge erf 
or engaged in the maintenance of equipment. 
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LIST or OFFICBBS 

(See special instructions, section 22) 



Vice president. 

Assistant vice president. 

General superintendent of motive 

power. 
Assistant general superintendent 

of motive power. 
Mechanical superintendent. 
Superintendent of motive power. 
Assistant superintendent of motive 

power. 
Mechanical engineer. 
Assistant mechanical engineer. 
Chief chemist. 



General equipment inspector. 
Engineer of tests. 
Supervisor of car department. 
Electrical engineer. 
Assistant electrical engineer. 
Chemist and assistant chemist. 
Master car builder. 
Master mechanic. 
General foreman. 
Chief car inspector. 
Inspector of passenger-train ears. 
General car inspector. 
Traveling boiler inspector. 



Pay op Clerks and Attendants. — The pay of clerks and 
other employees in the offices and on business cars of officers 
whose pay is chargeable to this account. 

LIST or BMPLOTIIBS 

(See special instructions, section 22) 

Chief motive power clerks. Shop clerks. 

Chief clerks. Messengers. 

Draftsmen. Cooks. 

Stenographers. Porters. 
Motive power clerks. 

Office and Other Expenses. — Office expenses and other 
expenses of officers and employees whose pay is chargeable to 
this account, and amounts paid to detective agencies and others 
for investigations in connection with repairs of equipment. 

irSMS OF BXPBNSB AND 8UPPLXBS 

(See special instructions, section 22) 



Atlases and maps. 
Barometers. 
Books for office use. 
Business car service. 
Drafting instruments. 
Drafting supplies. 
Engineering supplies. 
Fees and dues in technical associa- 
tions. 
Furniture repairs and renewals. 
Heating. 



Lighting. 

Official train service. 

Periodicals and newspapers. 

Power. 

Provisions for business cars. 

Rent of offices. 

Repair of rented offices. 

Telegraph service. 

Telephone service. 

Traveling expenses. 

Water and ice. 



Note A. — When employees designated above are engaged on con- 
struction or other work not chargeable to Maintenance of Equipmeniv 



APPENDIX B 



tlMir pay and g gpeni w while thus anpkqred duUl be tttxmA to 
eofwring the vedfie work oo which enpipwi 

NoTB B.— When offioen dwdgneted Above hafe mperriiioQ ow&t mono 
then one depertiiMot, their aeUriee, the pay of their derke and alteod- 
aate, and their olBee and other e ipeni ee diall be apportioned oanalljr 
among the departmenta over iHdflh thej have jniiedietion. 

Nam C. — ^The ooat of atatJonwy purehaaed for maintenanee of egniiH 
ment ofllces ie ofaarseaUe to aooount No. 834. "Stationenr and printfas.** 

Nora D. — ^The pay of general foremen in email ahopa, who aieiiii ae 
dinet eu p et viikm over all departmenta. wiaariBted fay departmental fore- 
men, ahall be apportioned throui^ clearing aooount **8hop 



a02. SHOP MACHINERY. 

This account shall include the cost of repairing machineiy 
and other apparatus, including spedal foundations, in duops 
and engjnehouses. 

(Note carefully special instructions, sections 2 and 3.) 



UBT or BBOP ic^oHzmr 
(See (QMoial inetmetioiie, aeetion 22) 



Air oompnsBiori. 

Aah oonveyore. 

Belting. 

Blowen. 

Boilera for f umiahing power. 

Boring machines. 

Can, small motor. 

Cars, push. 

Cranes. 

Drill presses. 

Drilling machines. 

Drop tables. 

Forges. 

Framing machines. 

Furnaces. 

Grinding and polishing machines. 

Hoists. 

Hydraulic jacks. 

Lathes. 

Lifting magnets. 



Metal ehimneya. 

Milling maohinea. 

Motors. 

Pipe catting and threading ma- 
chines. 

Planers. 

Pneumatic hanmiers. 

Power machinery, where no dis- 
tinct power plant is provided. 

Punches. 

Riveters. 

Saws. 

Shafting. 

Shapera. 

Slotters. 

Stationary engines. 

Steam hammers. 

YlaeB. 

Welding machines. 

Woodworking machines. 



Note A. — The cost of repairing power plant machinery for shop 
power when located in distinct buildings shall bo included in account 
No. 304, "Power plant machinery." 

Nora B. — ^The cost of repairing boilers used exclusively for heating 
■hall be included in the appropriate repair accounts for buildings. 

NoTK C. — The cost of small tools which are soon worn out, when 
used by mechanics on miscoUaneous work, shall be included in clearing 
account " Shop expenses," and when used on repairs of equipment shall 
be included in the appropriate accounts for repairs of equipment. 
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NoTB D. — The cost of repairing machineiy and tools in shops used 
exclusively for maintenance of way and structures shall be included in 
account No. 229, "Roadway buildings." 

303. SHOP MACHINERY— DEPRECIATION. 

This account shall include chai^ges covering the current loss 
from depreciation of shop machineiy. (See special instructions, 
section 8.) 

304. POWER PLANT MACHINERY. 

This account shall include the cost of repairing machineiy 
and other apparatus, including special foundations, for generat- 
ing power in power plants used for the operation of trains and 
cars and to furnish power, heat, and light for general purposes. 
It shall also include the cost of repairing machinery and other 
apparatus for transforming and storing power, when such ap- 
paratus is contained in a power plant. 

(Note carefully special instructions, sections 2 and 3.) 

DETAILS OF POWBB PLANT MACHINBHT 

(See special instructions, section 22) 



Ammeters. 
Batteries. 
Belting. 

Boiler-room appliances and toob. 
Boilers and fittings. 
Boosters. 
Cables. 

Circuit breakers. 
Clutches. 
Conductors. 
Cranes. 

Draft machinery. 
Dynamos. 
Economizers. 

Electric-power distribution sys- 
tems, interior. 
Engine-room appliances and tools. 
Feed-water heaters. 
Furnaces. 
Generators. 
Globes. 
Hangers. 

Heating apparatus. 
Hoists. 



Insulators. 
Lamps. 

Lighting apparatus. 
Lubricating devices. 
Mechanical stokers. 
Piping. 
Poles. 
Pumps. 
Purifiers. 
Rheostats. 
Sewer connections. 
Shafting. 

Stationary engines. 
Steam distribution systems. 
Steam fittings. 
Switchboards. 
Tanks. 

Transformers. 
Turbines. 
Voltmeters. 
Water meters. 
Water wheels. 

Wires from generators or trans- 
formers to switchboards. 



Note A. — The cost of repairing power apparatus in shops where no 
distinct plant is provided shaU be included in account No. 302, **Shop 
machineiy.'! 
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NoTB B. — ^The cost of repairing power apparatus in stations and oP 
fices used solely for station and office purposes, where no distinct plant 
is provided, shall be included in account No. 227, ''Station and office 
buildings." 

NoTB C. — The cost of repairing power apparatus in plants used solely 
for operating signals and interlockers shall be included in account No. 249, 
"Signals and interlockers." 

305. POWER PLANT MACHINERY— DEPRECIATION. 
This account shall include charges covering the current loss 

from depreciation of power plant machinery. (See special in- 
structions, section 8.) 

306. POWER SUBSTATION APPARATUS. 

This account shall include the cost of repairing machinery 
and other apparatus, including special foundations, for trans- 
forming or storing power in power substations used for the 
operations of trains and cars and for power, heat, and light for 
general purposes. 

(Note carefully special instructions, sections 2 and 3.) 

DETAILS OP POWKB 8X7B8TA110N APPABATUB 

(See q>ecial instructions, section 22) 

Rotary converters. Switchboards. 

Storage batteries. Transformers. 

Note. — When machlDciy and other apparatus for transforming and 
storing power are located in a power plant the cost of repairs shall be 
included in account No. 304, "Power plant machinery." 

307. POWER SUBSTATION APPARATUS-DEPRECIA- 

TION. 
This account shall include charges covering the current loss 
from depreciation of power substation apparatus. (See special 
instructions, section 8.) 

308. STEAM LOCOMOTIVES— REPAIRS. 

This account shall include the cost of repairing transportation 
service steam locomotives and tenders, including all appur- 
tenances, and the cost of small hand tools used in repair work. 

This account shall also include the cost of work-train service 
for the transportation of locomotives without steam to shops for 
repairs, including the pay and expenses of caretakers, and the 
pay and expenses of caretakers of locomotives without steam 



V 



APPENDIX B 825 

which are hauled in transportation service trains to shops for 
repairs; also notarial fees in connection with reports on concU- 
tions of locomotives. 

(Note carefully special instructions, sections 2 and 3, and 
general instructions for income, profit and loss, and general 
balance-sheet accounts, section 2.) 

UBT or APPUBISIfANCni TO LOGOM OTIVSS 

(See q;>ecial initniotions, aection 22) 

Air-brake equipinent and hoee. Head lampe. 

Aim rests. Packiiig (except for lubricating). 



P&eumatio sanding equipment. 

Brake fixtures. Seat boxes. 

Cab cushions. Speed recorders. 

Cab lamps. Steam-gauge lamps. 

Clocks. Steam-beat equipment and hose. 

Coal boards. Storm doors. 

Fire extinguishing apparatus. Tool boxes. 

Gongs. Train-signal equipment and hose. 



NoTB A. — The oost of inspecting smokestacks and ash pans of locomo- 
tives in service shall be included in the appropriate enginehouse expense 
accounts. 

NoTB B. — The oost of repairing steam locomotives and tenders of 
foreign lines, waybilled as freight, and damaged in transit shall be 
charged to aocount No. 418, "Loss and damage — Freight"; and the 
oost of repairing steam locomotives and tenders of foreign lines having 
trackage rights over the carrier's line, damaged by collision, wreck, or 
other cause, for which the carrier is liable, shall be charged to account 
No. 416, ** Damage to property." 

NoTB C. — ^The oost of running locomotives under steam to shops for 
repairs in connection with transportation service shaU be included in 
the oost of the service in connection with which the movement occurs. 

NoTB. — The cost of repairing steam locomotives used solely in work 
service in connection with operations shall be included in account 
No. 326, '*Work equipment — Repairs." The oost of repairing locomo- 
tives on account of construetion work shall be included in the oost of the 
work. (See general instructions for the classification of investment in 
road and equipment, section Ac.) 

309. STEAM LOCOMOTIVES— DEPRECIATION. 

This account shall include uniform monthly charges represent- 
ing the depreciation of steam locomotives. These chai^ges shall 
be based upon the percentage of the original cost (estimated if 
not known), ledger value, or purchase price of such equipment 
determined to be equitable from the carrier's experience and 
best sources of information as to the average current loss from 
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NovB C— TIm ooflfc of TCpoiiiBC 

VO|MntlBt> 

"SipMda and iBtarioekHB.'* 

a05. POWER PLANT MACHINERT— DEPBECUkTION. 

Thk Aeeount shall indade chaigBB ca v wi pg the eumnft km 
from dqmdatkm of power plant madiinwy^ C3ee special hi" 
itnietaana, aeelioo 8.) 

306/POWER SDB8TATI0N APPARATD& 

TUb aeeount ahall hidude the cost of repahiiiK mafJ i inBiy 
and other ai^Muatus, mclnding special foundatioiiBy for tiaii»> 
f onnmg or atoring power in power anhatatiQoa med for the 
opentions of tiaine and can aiul for power, heat^ and li^ for 
fenend puipoees. 

(Note carefully special mstraetioDSi sections 2 and S.) 



vmrAOM or rowaa mn&uxum atpaxmob 

(See apodal inatnietioDt, aeetion 22) 

Rotaiy oonvaten. Switchboards. 

Storaae batteries. Transfonnen. 

NoTB. — When machineiy and other apparatus for tranafonniDg and 
storing power are located in a power plant the cost of repairs shall be 
included in account No. 304, "Power plant machineiy.' 



>f 



307. POWER SUBSTATION APPARATUS— DEPRECIA- 

TION. 
This account shall include charges covering the current loss 
from depreciation of power substation apparatus. (See special 
instructions, section 8.) 

308. STEAM LOCOMOTIVES— REPAIRS. 

This account shall include the cost of repairing transportation 
service steam locomotives and tenders, including all appur- 
tenances, and the cost of small hand tools used in repair work. 

This account shall also include the cost of work-train service 
for the transportation of locomotives without steam to shops for 
repairs, including the pay and expenses of caretakers, and the 
pay and expenses of caretakers of loccxnotives without steam 
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which are hauled in transportation service trains to shops for 
repairs; also notarial fees in connection with repcnrts on condi- 
tions of locomotives. 

(Note carefully special instructions, sections 2 and 3, and 
general instructions for income, profit and loss, and general 
balancensheet accounts, section 2.) 

UBT OF APPUBISIfANCni TO LOCOMOTHrSS 

(See special instnictioiis, section 22) 



Head lampe. 

Packing (except for lubricatins). 
Pneumatic sanding equipment. 
Seat boxes. 
Speed recorden. 
Steam-gauge lamps. 
Steam-heat equipment and hose. 
Stonn doors. 
Tool boxes. 

equipment and hose. 



Air-brake equipment and hose. 

Arm rests. 

Awnings. 

Brake fixtures. 

Cab cushions. 

Cab lampe. 

Clocks. 

Coal boards. 

Fire extinguishing apparatus. 

Gongs. 

NoTB A. — ^The cost of inspecting smokestacks and ash pans of locomo- 
tives in service shaU be included in the appropriate enginehouse expense 
accounts. 

NoTB B. — ^The cost of repairing steam locomotives and tenders of 
foreign lines, waybilled as freight, and damaged in transit shall be 
charged to account No. 418, "Loss and damage — Freight"; and the 
cost of repairing steam locomotives and tenders of foreign lines having 
trackage rights over the carrier's line, damaged by collision, wreck, or 
other cause, for which the carrier is liable, shall be charged to account 
No. 416, "Damage to property." 

NoTB C. — ^The cost of running locomotives under steam to shops for 
repairs in connection with transportation service shall be included in 
the cost of the service in connection with which the movement occurs. 

NoTH. — The cost of repairing steam locomotives used solely in work 
service in connection with operations shall be included in account 
No. 326, "Work equipment — Repairs." The cost of repairing locomo- 
tives on account of oonstruetion work shall be included in the cost of the 
work. (See general instructions for the classification of investment in 
road and equipment, section Ac,) 

309. STEAM LOCOMOTIVES— DEPRECIATION. 

This account shall include uniform monthly charges represent- 
ing the depreciation of steam locomotives. These charges shall 
be based upon the percentage of the original cost (estunated if 
not known), ledger value, or purchase price of such equipment 
determined to be equitable from the carrier's experience and 
best sources of information as to the average current loss from 
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liZar OF FBBiaBT-TBAOr oabi 

(See epeouJ inftruotiont, notkm 32) 
BalUwi (oommeraal). Hay. 



Lime. 

Box. LogginK. 

Cabin. Oil tank. 

Caboose. Ore. 

Charcoal. PUtfonn. 

Coal. Poling. 

Coke. Poultry. 

Dump (oonmiercial). Produce. 

FUt. Rack. 

Fruit. Refrigerator. 

Furniture. Stock. 

Gondola. Tank (in oonmiercial aervioe). 

Gk>ndola (hopper). Water (in commercial aervioe). 

Gondola (long). Work (in eonmierdal aervioe). 
Gun truck. 

LIST OF A PF P B T BN AWCMB TO FBBIGBT^TBAIV OAMB 

(See special instructions, section 22) 

Air-brake equipment, including Lamps and fixtures. 

hose. Seats. 

Cooking equipment and utensils. Speed recorders. 

Cushions. l^tun-signal equipment, including 
Heating equipment. hose. 

Ice boxes. Water tanks. 

Note A. — The cost of candles, wicks, lamp chimnesrs, globes, and 
shades for oil or other lamps in freight-train cars shall be charged to 
account No. 402, "Train supplies and expenses." 

Note B. — ^The cost of repairing freight-train cars of foreign lines way- 
billed as freight and damaged in transit shall be charged to account 
No. 418, "Loss and damage — Freight**; and the cost of repairing freight- 
train cars of foreign lines having trackage rights over the carrier*s line, 
when damaged by collision, wreck, or other cause, for which the carrier 
is liable, shall be charged to account No. 416, "Damage to property." 

315. FREIGHT-TRAIN CARS— DEPRECIATION. 

This account shall include unifonn monthly charges repre- 
senting the depreciation of freight-train cars. These charges 
shall be based upon the percentage of the original cost (estimated 
if not known), ledger value, or purchase price of such equip- 
ment determined to be equitable from the carrier's experience and 
best sources of information as to the average current loss from 
depreciation. A statement of the percentages used by the 
carrier for computing these charges, together with the estimated 
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life of the equipment upon which such percentages are based, 
shall be included in its annual report to the Commission. 

Depreciation charges with respect to any freight-train car 
shall cease when the difference between the ledger value and 
the estimated scrap value shall have been credited to the ac- 
crued depreciation account. 

(See general instructions for income, profit and loss, and 
general balancensheet accounts, section 2.) 

NoTB. — ^AU charges to this aeoouiit for depredatioii of the carrier's 
equipment shall be ooncurreatly credited to balance-sheet account 
No. 776, "Accrued depreciation — ^Equipment." 

316. FREIGHT-TRAIN CARS— RETIREMENTS. 

This account shall include amounts necessary to adjust the 
difference between the ledger value Oess salvage) of freight- 
train cars retired from service and the amount of accrued de- 
preciation charged on account of such retired cars, to the date 
of their retirement. (See road and equipment account II, 
Equipment, paragraphs 4 and 5.) 

NoTB. — Freiffht-train cars permanently retired from service, but 
held pending disposition, shall be written out of service, and carried in 
an appropriate suspense account at an equitable valuation. 

317. PASSENGER-TRAIN CARS-REPAIRS. 

This account shall include the cost of repairing p>assenger- 
train cars and appurtenances and passenger-car features of 
motor cars used in transportation service; small hand tools used 
in repairs; the net loss sustained on account of the destruction 
of foreign passenger-train cars in the carrier's transportation 
service, and amounts paid others for repairs of passenger-train 
cars for which the carrier is liable. 

(Note carefully special instructions, sections 2 and 3, and 
general instructions for income, profit and loss, and general 
balance-sheet accounts, section 2.) 

LIST OF rABttMHQWm-TRAIN CAM 

(See special instructions, seotioo 22) 

Baggafe. Buffet. 

Baggage express. Caf6. 

Baggage-mail. Chair. 

Baggage-mail-espcMi. Glab. 
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Cokmitt Pulor. 

Combinntion pawnngnr and Imc- Parioi'^MaagB. 



Dining. Pimnringnr buigigft 

ExpreoB. Pnionger-haggneB-niaiL 

Immigrant. Postal. 

library. Refiigerator-espreM. 

MaiL Sleeping. 

Milk. Smoking. 

Obeervation. Tounst. 

LOT OF APPnBTBKANCBS TO PA88ENOBB-TBAnr CABS 

(See special instructionB, eeetion 22) 

Air-brake equipment, including Mail catchers. 

hose. Parcel racks. 

Bedding. Ranges and boQers. 

Chairs. Seats. 

Coat hooks. Speed recorders. 

Curtains and fixtures. Steam heat hose. 

Cushions. Table china. 

Electric bells. Table glassware. 

Floor coverings. Table linen. 
Heating equipment and steam heat Table silver. 

hose. Toilet equipment. 

Ice boxes. Train-signal equipment, including 

Ice tanks. hose. 

Kitchen equipment and utensils. Water tanks. 
Lighting equipment. 

Note A. — The cost of candles, wicks, and lamp chimneys, and of 
globes and shades for electric and other lights in passenger-train cars 
shall he charged to account No. 402, "Train supplies and expenses." 

Note 6. — The cost of repairing passenger-train cars of foreign lines, 
which are waybilled as freight and have been damaged in transit, shall 
be charged to account No. 418, "Loss and damage — Freight," and the 
cost of repairing passenger-train cars of foreign lines having trackage 
rights over the carrier's line, when damaged by collision, wreck, or 
otherwise, for which the carrier is liable, shall be charged to account 
No. 416, "Damage to property." 

318. PASSENGER-TRAIN CAR5— DEPRECUTION. 

This account shall include unifonn monthly charges repre- 
senting the depreciation of passenger-train cars. These charges 
shall be based upon the percentage of the original cost (esti- 
mated if not known), ledger value, or purchase price of such 
equipment determined to be equitable from the carrier's ex- 
perience and best sources of information as to the average cur- 
rent loss from depreciation. A statement of the percentages 
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used by the carrier for computing these charges, together with 
the estimated life of the equipment upon which such percent- 
ages are based, shall be included in its annual report to the 
Commission. 

Depreciation charges with respect to any passenger-train car 
shall cease when the difference between the ledger value and the 
estimated scrap value shall have been credited to the accrued 
depreciation account. 

(See general instructions for income, profit and loss, and 
general balance-sheet accounts, section 2.) 

Note. — ^All charges to this account for depreoiatioii of the carrier's 
equipmoDt shall be concurrently credited to balance-sheet account 
No. 776, "Accrued depreciation — Equipment." 

319. PASSENGER-TRAIN CARS— RETIREMENTS. 

This account shall include amounts necessary to adjust the 
difference between the ledger value (Less salvage) of passenger- 
train cars retired from service and the amount of accrued de- 
preciation charged on account of such retired cars to the date 
of their retirement. (See road and equipment account II, 
Equipment, paragraphs 4 and 5.) 

NoTB. — Passenger-train cars permanently retired from service, but 
held pending disposition, shall be written out of service and carried in 
an appropriate 8Uiq)en8e account at an equitable valuation. 

320. MOTOR EQUIPMENT OF CARS— REPAIRS. 

This account shall include the cost of repairing motor equip- 
ment aflSxed to cars; also cost of small hand tools used in repairs. 
The cars to which this account has reference are distinct from 
independent locomotives used for the propulsion of trains. 

(Note carefully special instructions, sections 2 and 3). 

rrSMB OF MOTOR BQUIPMIINT 

(See special instructions, section 22) 



Batteries, storage. 

Circuit breakers. 

Controllers. 

Engines, internal-combustion. 

Generators. 

Lightning arresters. 

Motors, 



Overload switches. 
Rheostats. 
Switches. 

Third-rail contact. 
Trolley poles. 
TroUeys. 
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321. MOTOR EQUIPMENT OF CARS-DEFRBCLniair. 
This aeeount dbill incliide umfonn moothltjr chiisH npn- 

Knting the deptedatkm of the molor eqoiliii^ TheM 

cfaftiiBes shall be based upoo the pwrmtagn of the original ent 
(estimated if not known), ledger vafaie, or puzchaae priee of 
such equipment determined to be eqintahle from the eamer'a 
eaqierience and best aouroes of infonnatkn as to the avecags 
current loss from depreciation. A statement of the pMTfntsgBS 
osed by the carrier for computing these charges, together with 
the estimated life of the equipment upoo which such pcitentagea 
are based, shall be included in its annual report to the Com- 

Depredation charges with respect to the motor equipment of 
cars shall cease when the difference between the ledger vahie 
and the estimated scrap value shall have been crecfited to the 
accrued depreciation account. 

NoTB. — All charges to this acoount tar depredatioii of the canier't 
eq uip ment shall be ooDcurrently credited to hslsnce shfet aooount 
No. 776, "Accrued depredatioa — Eqaipment." 

322. MOTOR EQUIPMENT OF CARS-RETIREMENTS, 

This account shall include amounts necessary to adjust the 
difference between the ledger value (\esa salvage) of motor 
equipment of cars retired from sennce, and the amount of accrued 
depreciation charged on such retired equipment to the date of 
its retirement. (See road and equipment account II, Equipment, 
paragraphs 4 and 5.) 

Nora. — The motor equipment of cars permanently retired from 
service but held pending disposition shall be written out of service and 
carried in an appropriate suspense account at an equitable valuation. 

323. FLOATING EQUIPMENT— REPAIRS. 

This account shall include the cost of repairing floating equip- 
ment (other than work equipment), including appurtenances, 
and cost of small hand tools used in repairs. 

The pay and expenses of captains and engineers and of boat 
employees, while engaged on maintenance of floating equip- 
ment, shall be included in this account. 

(Note carefully special instructions, sections 2 and 3.) 
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uvr OF FLOATQio BQinnaiiT 
(9m spedal iiiftniotioiii, notioii 22) 



Bftfscs* 

Canal boats. 

Car and other floats. 

Ferryboats. 

Lighters. 

Power launches. 



Power lighten. 

Soowa. 

Steamboats. 

Steamships. 

Traorfer boats. 

Tugboats. 



LIST OF AFFUBTWCAHCBS, TOOL ■QTIIFliailT, AND FUBHITUBB 

(See QMoial instruotions, section 22) 



Anchors. 

Axes. 

Barometers. 

Beds and bedding. 

Binnacle lamps. 

Blocks and tackle. 

Boilers and foundations. 

Cables. 

Capstan ban. 

Carpets. 

Charts. 

China, crockery, and glassware. 

Chronometers. 

Clocks. 

Compasses. 

Counters. 

Desks. 

Engines and foundations. 

Fire buckets. 

Fire extinguishers. 

Floor coverings. 

Flue cleaners. 

Furniture. 

Gangplanks. 

Hatchets. 

Heating equipment. 

Hoisting equipment. 

Hooks. 

Keys. 

Kitchen equipment. 

Life preservers. 



lighting equipment. 

Linen. 

Lines. 



Machinery and foundations. 

Masts. 

Office furniture. 

Oilcans. 

Pianos and other musical instm- 

ments. 
Pumps. 
Racks. 



Rakes. 

Rigging. 

Safes. 

Sails. 

Scales. 

Seats, chairs, and cushions. 

Shovels. 

Slice ban and pokers. 

Spyglasses. 

Steam distribution systems. 

Steering equipment. 

Telescopes. 

Ticket cases. 

Toolboxes. 

Tools, misoellaneous. 

Tracks on car floats. 

Ventilating equipment. 

Wrenches. 



NoTB A. — When the compensation for the use of floating equipment 
includes rent, maintenance, and operation, the portion covering rent 
shall be included in income account No. 639, "Rent for floating equip- 
ment,*' the portion covering repain shall be included in this account, 
the portion covering depredation shall be included in account No. 324, 
" Floating equipment — Depredation,'' and the portion covering oper- 
Iklion shAU be induded in aopount No. 40S, "Qpamtiny floating equ^ 



8S4 APPENDIX B 

ment," or in the primary aooounts in generml aooount V. Timoiportation 
— ^Wftter line, as may be appropriate. 

NoTB B. — The ooet of repairs resulting from casualties shall be charged 
to the casualty accounts when covered by insurance and to insurance 
reserves to the extent of the accruals therein when such reserves have 
been provided for the damage to property. Any part of such cost not 
recoverable from underwriters or chaigeable to insurance reserves shall 
be charged to the repair account. 

324. FLOATING EQUIPMENT— DEPRECIATION. 

This account shall include uniform monthly charges represent- 
ing the depreciation of floating equipment other than work 
equipment. These charges shall be based upon the percentage 
of the original cost (estimated if not known), ledger value, or 
purchase price of such equipment determined to be equitable 
from the carrier's experience and best sources of information 
as to the average current loss from depreciation. A statement 
oi the percentages used by the carrier for computing these 
charges, together with the estimated life of the equipment upon 
which such percentages are based, shall be included in its annual 
report to the Commission. 

Depreciation charges with respect to any floating equipment 
shall cease when the difference between the ledger value and the 
estimated scrap value shall have been credited to the accrued 
depreciation account. 

Note A. — All charges to this account for depreciation of the carrier's 
equipment shall be concurrcDtly credited to balance-sheet account 
No. 776, "Accrued dopreciation — Equipment." 

Note B. — When the compensation for the use of floating equipment 
includes rent, maintenance, and operation, the portion covering rent 
shall be included in income account No. 539, **Rent for floating equip- 
ment," the portion covering repaire shall l>c included in account No. 323, 
"Floating equipment — Repairs," the portion covering depreciation 
shall be included in this account, and the portion covering operation 
shall be included in account No. 408, "Operating floating equipment/' 
or in the primary accounts in general account V, Transportation — Water 
Line, as may be appropriate. 

325. FLOATING EQUIPMENT— RETIREMENTS. 

This account shall include amounts necessary to adjust the 
difference between the ledger value (less salvage) of floating 
equipment, other than work equipment, retired from service 
and the amount of accrued depreciation charged on account of 
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such retired equipment to the date of its retirement. (See road 
and equipment account II, Equipment, paragraphs 4 and 5.) 

Note. — When floating equipment is pennanently retired from servioe 
but held pending disposition, it shall be written out of service and carried 
in an appropriate suspense account at an equitable valuation. 

326. WORK EQUIPMENT— REPAIRS. 

This account shall include the cost of repairing rail and float- 
ing work equipment, including appurtenances, and cost of small 
hand tools used in repairs. 

The cost of fitting up commercial cars for work service in 
connection with maintenance and operation; the cost of refitting 
them for commercial service; the cost of repairs to locomotives 
while in service for repairs of road and equipment; and the cost 
of repairs to foreign cars damaged while in such service shall be 
iQcluded in this account; also amounts paid in settlement for 
such cars destroyed in such service. 

(Note carefully special instructions, sections 2 and 3, and 
general instructions for income, profit and loss, and general 
balance-sheet accounts, section 2.) 

LIST OF WOBX SQUXPlCXirr — BAXIs 

(See special instructions, section 22) 

Painters' cars. 

Pay oars. 

Pile drivers (mounted). 

Rail saws (mounted). 

Salt cars. 

Sanding cars. 

Scale test cars. 

Scraper cars. 

Snow dosers. 

Snow drags. 

Snow plows (not attached to but 

moved by locomotives). 
Sprinkling cars. 
Steam shovels. 
Steam wrecking derricks. 
Supply cars. 
Sweeper cars. 
Tool and block cars. 
Tool cars. 
Water cars. 

Weed burners (mounted). 
Wrecking cars. 



Air-brake instruction cars. 

Ballast cars. 

Ballast unloader cars. 

Boarding cars. 

Bridge cars. 

Business cars. 

Camp cars. 

Cinder cars. 

Concrete mixers (mounted). 

Derrick cars. 

Dirt spreaders (mounted). 

Ditching cars. 

Dump cars. 

Dynamometer cars. 

Gas-tank cars. 

Grading cars. 

Gravel cars. 

Indicator cars. 

Locomotive tanks used as water 

oars. 
Locomotives. 
Officers' cars. 
Outfit cars. 
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AFFUBl'mAllCBB TO WOBK 

(See QMoUl ioetraotione) eeetion 22, 



Air-brmke eQuiimMnt. 

Beds and bedding. 

Blookinc. 

Bloeke and taekle. 

BoQenon oen. 

Bunks, seats, and chain. 

Chains. 

China, eroekery, and glassware. 

Cushions. 

Engines on can. 

fluedeanen. 

Hatchets. 

Heating equipment. 

Hooks. 



Kitchen utensils. 

lighting equipment. 

linen. 

lines. 

Maeiiineiyon 

Oilcans. 



Shovels. 

Slice ban and pokefs. 

Tool boxes. 

Tools, misoelianeous. 

Tnin-signal equipment. 

Wrecking trucks. 

Wrenches. 



UST OF WOBK BQUIPiaNT — PU>ATafO 

(See special instructions, section 22) 



Derricks. 


Pile drivers. 


Dredges. 




AFrXTBTBlf AHCnS TO WOBK ■QUmODIT— flKUTIMQ 


(See special instructions, secUoa 22) 


Anchora. 


Keys. 


Axes. 


Life preservers. 


Barometen. 


Lighting equipment. 


Beds and bedding. 


Linen. 


Blocks and tackle. 


Lines. 


Boilen and foundations. 


Machinery and foundations. 


Cables. 


Masts. 


China, crockery, and glassware. 


Oil cans. 


Compasses. 


Pumps. 


Cushions. 


Rakes. 


Desks. 


Rigging. 


Engines and foundations. 


Sails. 


Fire extinguishen. 


Seats and chain. 


Fire buckets. 


Shovels. 


Floor coverings. 


Slice bars and poken. 


Flue cleaners. 


Steam distribution systems. 


Gangplanks. 


Steering equipment. 


Hatchets. 


Tool boxes. 


Heating equipment. 


Tools, miscellaneous. 


Hoisting equipment. 


Wrenches. 


Hooks. 





NoTB. — The cost of repain to work equipment on account of con- 
struction work shall be included in the cost of the construction work 
on which it is used. (See general instructions for the classification of 
investment in road and equipment, section 4c.) 
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327. WORK EQUIPMENT— DEPRECIATION. 

This account shall include unifonn monthly charge repre- 
senting the depreciation of work equipmoit. These charge 
shall be based upon the percentage of the original cost (esti- 
mated if not known), ledger value, or purchase price of such 
equipment, determined to be equitable from the carrier's ex- 
perience and best sources of information as to the average cur- 
rent loss from depreciation. A statement of the percentages 
used by the carrier for computing these charges, together with 
the estimated life of the equipment upon which such percent* 
ages are based, shall be included in its annual report to the 
Commission. 

Depreciation charges with respect to any work equipment 
shall cease when the difference between the ledger value and 
the estimated scrap value shall have been credited to the ac- 
crued depreciation account. 

(See general instructions for income, pn^t and loss, and 
general balance-sheet accounts, section 2.) 

NoTB. — ^AU charges to this account for depredation of the eanier't 
equipment shall be concurrently credited to t>alanoe-sheet account No. 
776, ** Accrued depreciation — Equipment." 

328. WORK EQUIPMENT— RETIREMENTS. 

This account shall include amounts necessary to adjust the 
difference between the lodger value (Jieaa salvage) of work equip- 
ment retired from service and the amount of accrued deprecia- 
tion charged on account of such retired equipment to the date 
of its retirement. (See road and equipment account II, Equip- 
ment, paragraphs 4 and 5.) 

NoTB. — ^When work equipment is permanently retired from service, 
but held pending disposition, it shall be written out of service and earned 
in an appropriate suspense account at an equitable valuation. 

329. MISCELLANEOUS EQUIPMENT— REPAIRS. 

This account shall include the cost of repairing miscellaneous 
equipment, such as wagons, automobiles, and other highway 
vehicles, and harness. 

(Note carefully special instructions, sections 2 and 3.) 
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330. MISCELLANEOUS EQUIPMENT— DEPRECIATION. 
This aecount shftll include unifonn mootUy cfaargeB lepr^ 

ienting the depreciatioii of miBoeDaneoiis equipnient. These 
chaises shall be based upcm the percentage of the original cost 
(estimated if not known), ledger value, or purchase piioe of 
such equipment, detennined to be equitable from the carrier's 
experience and best sources of infonnation as to the avoage 
current loss from depreciation. A statement of the bases used 
by the carrier for computing these charges shall be included in 
its annual report to the CommisBion. 

Nora. — ^All diarges to this aoooiuit far deprodatioQ of the canier't 
eq uip ment shall be ooncurrently credited to balaooe-sbeet accoant No. 
776, "Accrued depreciation — Equipment." 

331. MISCELLANEOUS EQUIPMENT— RETIREMENTS. 
This account shall include amounts necessary to adjust the 

difference between the ledger value (leas salvage) of miscellaneous 
equipment, including horses, retired from service and the amount 
of accrued depreciation charged on account of such retired 
equipment to the date of its retirement. (See road and equip- 
ment account II, Equipment, paragraphs 4 and 5.) 

Note. — Miscellaneous equipment permanently retired from service, 
but held pending disposition, shall be written out of service and carried 
in an appropriate suspense account at an equitable valuation. 

332. INJURIES TO PERSONS. 

This account shall include expenses on account of injuries to 
persons which occur directly in connection with repairs of equip- 
ment. 

Services of employees and others called in consultation in 
relation to claim adjustments, pay and expenses of employees 
while engaged as witnesses at inquests and lawsuits, and a suit- 
able proportion of donations made to hospitals shall be included 
in this account. 

ITBM8 OF EXPENSE 

(See special instructions, section 22) 

Artificial limbs. Compensation for injuries or death. 

Carriage fees. Final judgments, including plain- 
Claim adjusters' and clerks 'serv- tiCFs* court costs. 

ices. Funeral expenses. 

Claim adjusters' office expenses. Hospital attendance. 
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Undertaken* aervioes. 
Undertaken' supplies. 
Witnesses' fees and expenses at in- 
quests and lawsuits. 



Medical and surgical services. 

Medical and surgical supplies. 

Notarial fees. 

Nursing. 

Railway transportation. 

NoTB A. — Expenses incident to personal injury suits, not otherwise 
provided for, shall be included in account No. 454, "Law expenses." 

NoTB B. — ^Amounts donated by a carrier to hospitals shall be distrib- 
uted. 25 per cent to account No. 274, "Injuries to persons"; 26 per cent 
to account No. 332, "Injuries to persons"; and 50 per cent to aoooont 
No. 420, "Injuries to persons." 

Note C. — The pay, office rent, and office and other expenses of daim 
adjusten, claim clerks, and othen in charge of or engaged in -connection 
with claim cases, when not assignable to a distinct class of claims, shall be 
apportioned equally among the several classes of claims over which ihi&y 
have jurisdiction or in connection with which they are engaged. 

333. INSURANCE. 

This account shall include premiums, except reinsurance 
premiums, for insuring the carrier against loss, through injuries 
to persons or damage to or destruction or loss of properfy, 
whether caused by fire, accident, or other cause, when such loss 
to the carrier would be chargeable to Maintenance of Equip- 
ment; also premiums on fidelity bonds of employees whose pay 
is chargeable to Maintenance of Equipment. (See special in- 
structions, section 18.) 

NoTB. — ^The premiums paid by the carrier to Its insurance fund shall 
be credited to an insurance reserve account, to which account shall be 
charged the amount of all claims for injuries to persons and damages 
to the property covered by its insurance. To such account shall also be 
charged all reinsurance premiums paid to insurance companies, and to 
it shall be credited all amounts recovered from insurance companies 
for damage to the property reinsured by them. 

334. STATIONERY AND PRINTING. 

This account shall include the cost of stationery and printing 
used in connection with maintenance of equipment. 

8TATIONKRT AND FBIMTINO ITBMS 

(Sec special instructions, section 22) 

Adding machines. Bristol board. 

Addressographs and supplies. Calculating machines. 

Arm rests. Calendars. 

Binden. Carbon paper. 

Blank books. Cardboard. 

Blotten. Cards, blank and printed. 

Blotting paper. Circulars. 
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ComiNitinc tablet. 

Copy (imprwrion) books. 

Cowring 

Copying 

Cnyooft. 

CyelottylM. 

Dtttinc fltampa aod xibboos. 

Diotftphooes. 

Dietognphfl. 

Dimwing pftpar. 



ElflotriepeDi. 

Envdopet. 

Ermnn. robber aod iteeL 

£yelet pnnchai. 

Eyelet!. 

File bozee, paper. 

Forme, blank and printed. 

Qlaaspena. 



Parebmeot paper. 

Penefl iharpeoen. 

PenoOt for writing and dtambm^ 

Penhoklen. 



Pent for writing and drawing. 
Phonographa and leooidi. 
Pins. 



Punches (not ooodootors' or 

gageoien's). 
Rubber bands. 
Rubber stamps. 
Rulers. 
Ruling pens. 
Serapbooks. 
Sealing 



Ink for writing and drawing. Bhipping 

Inkstands. Slunthand notebookSt 

InToiee books. Sponge enps. * 

Letter paper. 
Manifold paper. 
Manifold pens. 
Mimeographs. 
Mucilage. 
Mueilage brushes. 
Neoetyies. 
Note paper. 
Notices. 

Numbering stamps. 
Ofl paper. 
Paper. 

Paper baskets. 
Paper clips. 
Paper cutters. 
Paper fasteners. 
Paper files. 

NoTB. — ^The cost of dictionaries, periodicals, technical books, etc., 
shall be included in the appropriate superintendenoe accounts. 

335. OTHER EXPENSES. 

This account shall include expenses in connection with the 
maintenance of equipment not properly chargeable to other 
accounts for maintenance of equipment or to clearing accounts 
such as "Material store expenses" and "Shop expenses." 



Stamps, impression. 

Stsdographs. 

Tablets, blank and printed. 

Tape. 

Telegraph blanks. 

Tissue (impression) paper. 

Tracing cloth. 

Tracing paper. 

Twine. 

Typewriters and ribbons. 

Wage tables. 

Wastebaskets. 

Water colors. 

Water holders. 

Wrapping paper. 

Wringers for copying pi 
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rnBMS OF BXPUfSB 

(See ipeciai iDstructioDS, ■eotion 22) 

Pay and eiQMnaee of meohanical department employees attending eon- 
ferenoee with offioen in connection with meohanical department wage 
disputes. 

Fees paid arbitrators in connection with mechanical department wage 
disputes. 

Payments to meohanical department employees for time absent on 
account of sickness when not in compensation for personal injuries. 

336. MAINTAINING JOINT EQUIPMENT AT TER- 

MINALS— DR. 
This account shall include the carrier's proportion of expenses 
incurred by others in maintaining equipment used for the opera- 
tion of joint terminals, including the carrier's proportion of ex- 
penses of repairing equipment made necessary by accidents in 
terminals, when such expenses are participated in by more than 
one party using the joint terminals. 

NoTB. — ^The purpose of this account is to show the amount aooming 
acainst the carrier for its proportion of the expense of maintaining equip- 
ment at terminals which is maintained by others and in the Joint use 
of which the carrier participates. 

337. MAINTAINING JOINT EQUIPMENT AT TER- 

MINALS-CR. 
This account shall include amounts chargeable to others as 
their proportions of expenses incurred by the carrier in main- 
taining equipment used for the operation of joint terminals, and 
for expenses of repairing equipment made necessary by accidents 
in terminals, when such expenses are participated in by more 
than one party using the joint terminals. 

NoTB. — ^The purpose of this account is to show the amounts aoeruing 
in favor of the carrier and against others for their proportions of the 
expense of maintaining equipment at terminals which is maintained by 
the earner and in the joint use of whidi othns participate. 

m. TRAFFIC. 

The primary accounts included in this general account are 
designed to show the expenses incurred for advertising, solicit- 
ing, and securing traffic for the carrier's lines and for preparing 
and distributing tariffs governing such traffic. 

The accounts for traffic expenses shall be kept in such manner 
as to show separately, by primaiy accounts, the expenses directly 
assignable to water-lme operations. 
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851. SUPERINTENDENCE. 

Thii acoount diaU mdiide: 

Pat of Qivigbbs.— The piy of oflken ^SantOy in 6bug$ of 
or eDgnged in mqiemmg the ptotsunment of traffic^ awl the 
ptoperation and dialribiitioo of taii&i, cfivinoa Jieulai and 



uar ov omoni 

CBm w«id imtnietiooi, MoCioo 29 

Ifioo pnridnt. Geoeny 

Aiiitant to vke pnridnt. Aiiitanl 

I^bIIIo direetor. Dhrliioa 

TMBo maDNPBr. DiTliloii f night 

Oenenl fvelglit 10801. Q«Mnd btcfaca 

AariirtMit amnl ffdaht aaeot. Q«nenU tupnm aoent. 

Chief of tariff bonMi. QenenU eipvev niiiwaw 

ItevcUng tariff in nww t o r. Goal tnfllo aaeot. 
Idhro ilook aaeot. 

Pat or Cuaaa jmd ATiBNDAinB.— The pay of deriGS and 
otlier emplpyeeB in the ofltoea and on boanan oan of offioen 
iriioae pay is ehaiseaUe to tiiis account. 



uar OF ufpLoi 

(See spedal instruotiooa, aeetlon 22) 

Chiflf derk. Menensen. 

Clerka. Cooks. 

File derks. Porten. 

Steoographen. Attendante. 

Office and Oibbb Expenses.— Office ezpenaeB and other 
expenses of officers and employees whose pay Is chai^geable to 
tUs account. 

TOMB OF BXPBIfBB AND SUPPUBa 

(See apecial ioetnictions, aeetioii 22) 

Atlases and maps. Offidal train selidee. 

Barozneters. Periodicals and newqDapeia. 

Bieydes. Power. 

Books for office use. Provisions for busineai can. 

Busineai oar service. . Rent of offices. 

Express charges. Repairs of rented offioea. 

Fees and dues in commercial and Tdegraph service, 

other dubs. Telephone service. 

Furniture repairs and renewals. Traveling ezpensea. 

Heating. Water and ice. 
Dieting. 
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NoTB A. — ^When offioen designated above have supervisioii over 
more than one department, their salaries, the pay of their clerks and 
attendants, and their office and other expenses shall be apportioned 
equally among the departments over which they have jurisdiction. 

NoTB B. — The pay and expenses of officers engaged exclusively in 
soliciting traffic are chargeable to account No. 352, "Outside agencies." 

NoTB C. — The cost of stationery for traffic offices is chargeable to 
account No. 358, "Stationery and printing," except stationery charge- 
able to accounts Nos. 354, 355, and 356. 

352. OUTSIDE AGENCIES. 

This account shall include the pay, and the office, traveling, 
and other expenses of general, commercial, city, and district 
agents and others soliciting traffic, the employees of their of- 
fices, and traveling agents and solicitors located on or off the 
line of the carrier's road. 

City ticket and freight offices, separate from regular station 
ticket and freight offices, shall be treated as outside agencies; 
the pay and expenses of the employees therein and the expenses 
of such offices shall be charged to this account. 

Commissions for services pertaining to either frei^t or pas- 
senger business, except commissions paid in lieu of salaries to 
carrier's agents located upon the carrier's own line (which shall 
be charged to account No. 373, "Station employees"), shall 
be included in this account. 



rmiB OF BZFuras 
(See special instructions, section 22) 



Bicsrdes. 

Books for office use. 

Express charges. 

Furniture repairs and renewals. 

Heating. 

Lighting. 

Membership fees and dues in 
agency associations. 

Membership fees and dues in com- 
mercial dubs. 



Office supplies. 
Periodicals and newspapers. 
Rent of offices. 
Repairs of rented offices. 
Telegraph service. 
Telephone service. 
Traveling expenses. 
Water and ice. 



353. ADVERTISING. 

This account shall include the cost of advertising for the 
purpose of securing traffic; pay of advertising agents, their clerks 
and attendants; rent of offices, and the office, traveling, and 
other expenses of such employees; also donations to carnivals. 
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IrilliaBIIIIK DOINBS ID 
ITIOnMDIliK 



ol indHMil md 
No. 86ft, "Twtiwtffail aad 



SM. TRAFFIC ASSOCIATIONa 

Tlih aoocraiii di&n iiiclade tbe oo0t to the eurier of pM^^ 
tion in tnffie aaBocbtknifl, indiidiDg its proport i on of the paj 
of officen and employees of such associations and of their office, 
stationery and printing, traveling, and other expenses. 

LVT OP TRAWnO AaBOdATtOtM 

(See tpedaX instrootioDB, sectioD 22) 

Bottrdi of trade. Ibfileace tioket bareatu. 

ClsMifieation buraaos. PaoBenter aaaooiatiooa. 

Clergy bureaus. Tariff boreaos. 

Commercial aaaooiatioos. Ticket validating ■gwifljei. 
FMi^t aMociatioiifl. 

855. PAST FREIGHT LINES. 

This account shall include the cost to the carrier of partidpa- 
taon in fast freight or dispatch organizations, including its pro- 
portion of the pay of officers, soliciting agents, and employees 
of such organizations, and their office, stationery and printing, 
traveling, and other expenses. 

366. INDUSTRIAL AND IMMIGRATION BUREAUS. 

This account shall include the cost to the carrier of industrial 
and immigration bureaus, including the pay of induslrial and 
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hmnigration agents, and exhibit agents, their clerioB and at- 
tendants and their office, stationery and printing, traveling, 
and other expenses. 

mm OF mxrmmm 

(See ipedal imtruetioiis, eeotion 22) 

AdvertisiDg. Ezhibite. 

Agricultural traine. Experimental fanu. 

Dairy trains. Qood roads trains. 

Donations to expositions. Premiums to fairs. 

Donations to fairs. Pkemiums to stook shows. 
Donations to stook shows. 

357. INSURANCE. 

This account shall include |»emiums, except reinsuranoe 
premiums, for insuring the carrier against loss through injuries 
to persons or damage to or destruction or loss of property, 
whether caused by fire, accident, or other cause, when such loss 
to the carrier would be chargeable to Traffic; also premiums on 
fidelity bonds of employees whose pay is chargeable to Traffic. 
(See special instructions, section 2.) 

NoTB. — ^The premiums paid by the carrier to its insurance fund shall 
be credited to an insurance reserve account, to which account the amount 
of all claims for injuries to persons and damages to the property covered 
by its insurance shall be charged. To such account shall also be charged 
all reinsurance premiums paid to insurance companies, and to it shall 
be credited all amounts recovered from insurance companies for dam- 
age to the property reinsured by them. 

358. STATIONERY AND PMNTINQ. 

This account shall include the cost of stationeiy and printing 
used in connection with securing traffic, including the cost of 
tariffs governing such traffic. 

STATIOliaST AMD PBIMTIMO ITWMM 

(See special instructions, section 22) 

Adding machines. Carbon paper. 

Arm rests. Cardboard. 

Binders. Cards, blank and printed. 

Blank books. Circulars. 

Blotters. Classifications. 

Blotting pM>er. Computing tables. 

Bristol board. Copy (impression) books. 

Calculating machines. Copying bnishea. ' 

Catoidars. Copying p re sses. 
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Tyigffm ffttmiirt md riWwrWi 


Ftadl riuapsMn. 




PiHMua for writiDsaBd dun 


DletognplM. 


Pteiioldfln. 


DMrioQ dwell. 


InnnMU. 


DnplkMitoii. 


' IBooa fSor wiltiiis and diwii 


EtectrioiMM. 


PhoBographa and laeoidi. 


Eovelopti. 


Ploa. 


EiiMn. rabbcrmd flaeL 


Poata^s. 


IJfabl iranoliM. 


Ftaiehia (aoi aonduelorf c 


^reiete. 


laiiisiMsi'i) 


ne boniM, paper. 


Palo sTicioli 


JlttPtarpe maohlTMn. 


Bobber bands. 


VonM. Uaiik and printad. 


Bubbsr atampB. 


gWdi* H— HJnatintu 


Bnlsm. 


QfaflipnB. 


HwMw^j^mm^ 


HiolocnplH* 


Berapbooka. 


bdflom. 


Sealing was. 


Ink for wittiDi md dmwiiig. 


Seals. 


Tnlrtrtfrmlt, 


Sbean. 


IbVoim booa. 


fittiippinc tagk 


Lairi eap papgr. 


ShorHiand Botebooka. 


Iiatlflr paper. 


ddgubs oDDa. 


BCaaif old paper. 


Bpimvm, 


BCaaif old peoB. 


Stampat inpraHion. 


^^yt^piiM'igfuptif, 


Stjf logi nHiai 


Mudlace. 


Tablets, blank and printed. 


Mudlace bruihee. 


TM>e. 


Neoetylee. 


Tariffs, printed. 


Note paper. 


Telegraph blanks. 


Notices. 


Tissue (impression) paper. 


Ntunbennc etampa. 


Typewriters and ribbona. 


Oilpaper. 


WagetaUes. 


Paper. 


Waatebaskets. 


Pi^MT baaketa. 


Water colors. 


Paperclips. 


Water holders. 


Paper cutters. 


Wrapping paper. 


Paper fasteners. 


Wringers for copying presso 


Paper files. 





NoTB A. — ^The cost of dictionaries, periodicals, technical books, etc, 
shall be included in the appropriate superintendence accounts. 

NoTB B. — The cost of stationery and printing used by traffic associa- 
tions, fast freight linos, and industrial and immigration bureaus shall be 
included in the accounts provided for the expenses of such organisations. 

369. OTHER EXPENSES. 

This account shall include all expenses in connection with 
traffic not properly chargeable to other traffic accounts. 
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IV. TRANSPORTATION-RAIL LINE. 

The primary accounts included in this general account are 
designed to show expenses incurred for transporting persons and 
the property of others, including the expenses of station, train, 
yard, and terminal service; also the expense of transporting 
company material in transportation service trains. 

371. SUPERINTENDENCE. 

This account shall include: 

Pat of Officbrs. — ^The pay of officers direcUy in charge of 
or engaged in conducting transportation. 

LXBT OF OFnCBBS 

(See special instructions, section 22) 

Members of examining boards. 

Superintendent of mail service. 

Traveling train and station inspec- 
tors. 

Air-brake instructor. 

Superintendent of agencies. 

Superintendent of transfer stations 

Trainmaster. 

Assistant trainmaster. 

General road foreman of locomo- 
tives. 

Road foreman of locomotives. 

Traveling locomotive engineer. 

Traveling locomotive fireman. 



Vioe president. 

Assistant to the vioe president. 
General manager. 
Assistant general manager. 
General superintendent of trans- 
portation. 
Superintendent of transportation. 
General superintendent. 
Assistant general superintendent. 
Superintendent. 
Division superintendent. 
Assistant division superintendent. 
Superintendent of car service. 
Chief special agent. 



Pat of Clerks and Attendants. — ^The pay of clerks and 
others employed in the offices and on business cars of officers 
whose pay is chargeable to this account. 



Division clerk. 
Chief clerk. 
Clerks. 

Special agents. 
Detectives. 



LIST OF B1IPXX>TBB8 

(See special instructions, section 22) 

Stenographers. 
Messengc 
Cooks. 
Porters. 



Offictb and Other Expenses. — Office expenses and other 
expenses of officers and employees whose pay is chargeable to 
this account; also the pay and expenses of employees attending 
investigations concerning; the caqse of or respondbility fo^ m^ 



348 APPENDIX B 



ddents, and amounts paid deteetm agenciei and ottna for 
WQfk in eoonectioQ with such inveatagatioiiB. 



(Bee ipedal ioftraetioni, netaoo 22) 
AfiiiM end maps. Feriodicak and 



Booki for oifioe nae. ProTMooe for 

car aenrioe. Beot ol air-brake 

charces. Beot of ofBees. 

Feei and dues in aaodatioDS. Rapana of rented 

f^iniitiire repain and reoewala. Telecraph 

Heatins. Telephone 

lighting. T^reling 

Official train aenrioe. Water and ioe. 

Nora A. — When offieera deaignated above have soperviakm over 
more than one department, their aalaries, the pay of their clerka and 
attendants, and their office and other expenses shall be apportioned 
equally among the departments over whidi they have jorisdietkm. 

Nora B. — The cost of stationery purchased for transportation offioea 
is chargeable to account No. 410, "Stationery and printing.' 



■t 



372. DISPATCHING TRAINS. 

This account shall include the pay of chief and other train 

dispatchers, their clerks, copying operators, and attendants, and 
pay of operators on the line whose duties are confined to direct- 
ing train movements; also the office, traveling, and other ex- 
penses of such employees. 

Nora. — Pay of operators who also perform station work shall be 
charged to account No. 373, "Station employees.*' 

373. STATION EMPLOYEES. 
This account shall include: 

Agents, Clerks, and Attendants. — ^The pay of agents, 
clerks, and attendants in charge of, or engaged in, the operation 
of stations, wharves, and piers located on the carrier's line; also 
pa3rments to such station or ticket agents in lieu of salaries. 

Special payments to customs inspectors on account of opening 
and resealing cars under unusual conditions, and payments to 
produce-exchange inspectors for inspecting, measuring, and 
weighing grain shall be here included, 
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LVT OP BMPLOTiaS 

(See special initructioiM, section 22) 



Aeoountants. 

Assistant agents. 

Assistant depot masten. 

Assistant stationmasters. 

Baggage agents at stations. 

Baggagemen. 

Car clerks. 

Cashiers. 

Chauffeurs. 

Clerks. 

Collectors. 

Customs inspectors. 

Depot masters. 

Detectives. 

Express agents. 

Gatemen. 

Information bureau employees. 

Janitors. 

Maids. 



Matrons. 

Messengers. 

Package and paroel room «m- 

ployees. 
Policemen. 
Porters. 
Relief agents. 
Station agents. 
Station foremen. 
Station paawnger agents. 
Station freight agents. 
Stationmasters. 

Telegraph and telephone operaton. 
Ticket agents. 
Ticket collectors. 
Ticket examiners. 
Train callers. 
Ushers. 
Watchmen. 



Labor at Stations. — Station and other labor expended in 
handling freight, mail, baggage, and express at stations, wharves, 
and piers; in loading, unloading, feeding, and watering stock; 
in disinfecting stations, stockyards, and stock pens; in transfer- 
ring, picking up, straightening, and reloading freight in the or- 
dinary course of transportation; in miscellaneous station work, 
including (when done by station employees) cleaning station 
grounds, station platforms, walks, stock3rards, and stock pens, 
and removing snow and ice therefrom; and in tending switch 
lamps not in yards and tenninals. 

Payments to elevator companies (when not made as division 
of rate) for transferring grain en route, and payments to other 
companies and individuals for loading and unloading commer- 
cial freight under contract or otherwise shall be included in 
this account. 

LIST OF BlfnX>TaB8 

(See special instructions, section 22) 

Baggage storeroom employees. Electricians. 

Car sealers. Freight callers. 

Checkmen. Freight handlers. 

Coal handlers. Freight house foremen. 

Coopers. Freight loaders, 

pelivery mcQ. Freight unloaders. 
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StrtJoniy wigimiw. Wi 



Nan A.— TIm eosi ol tnudrndog tnUalt, mall, 

MMBOomit of wracks duJl Im ^nnhwl*! ! in Mwoiiikt No. 41ft. **( 




Nan B.— Tbk aeooiiiit diall not inohide tbs pay ol tilogniph 
tekphooa operaton ptorided for unckr aeoounto No. ST2» "HJniilnMin, 
tnfas.'* and No. 407, "Tatograph and telephono opvatioii,'* or par of 
cmpkqrMB proridfld for uiMkr aoeount No. 87A, "Coal and ore 



374. WEIGHING, INBPECmON, AND DEMDBRAGE 

BUREAUS. 
Tlik acooimt shaD iiiclade tbe oo0t to the carrier of itB ps^^ 
petioa in joint weig^iing, inspection, demnmge, «id oer &- 
tribtitkm bmeaus and MwodfttioDS. 

375. COAL AND ORE WHARVES. 

lliiB aoooimt shall indnde the cost of operating dodn^ and 
iriiarree, pien, and other nianoe, hd», OT river hyodineiy aikd t^ 
machinery located thereon, used in oonneotion with the trans- 
portation of coal and ore. 

Labob and Expenses. — ^The pay and the office, traveling, 
and other expenses of employees engaged in operating coal and 
ore wharves. 

Tools and Sufpubs. — ^The cost of all tools and supplies used 
in the operation of coal and ore wharves. 

mm OF TOOLS and supplodb 

(See special instruotionfl. eeotion 29 

Cylinder ofl. Picks. 

Fuel for stationary boilers. Shovels. 

Illuminating oiL Slice bars. 

Lantern parts. Waste. 

Lanterns. Wicks. 
Lubricating oiL 

NoTB. — The cost of switching service in connection with coal and ore 
wharves shall not be included in this account. 

376. STATION SUPPLIES AND EXPENSES. 
This account shall include: 

HBATmo.—The cost of fuel (includin|s cost of unl< 
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water, steam, and nuBcellaneous supplies used for heating sta- 
tions, waiting rooms, freight and passenger offices, and other 
station buildings. 

LiGHTiNO. — ^The cost of fuel, water, gas, oil, electricity, lamp 
globes, lamp chimneys, wicks, lamp carbons, incandescent 
lamps, and miscellaneous supplies used in lighting stations, 
wailing rooms, freight and passenger offices, other station build- 
ings, street approaches thereto, and passenger footbridges and 
subways at stations. 

On^R ExFENSBS. — ^The cost of miscellaneous station supplies 
and station expenses. 

mm OF xxpuraa 

(See special ixiBtniotioDS, seotion 22) 

Rent of scales. 

Rent of station buildings (not 

jointly used). 
Reports to agents of commeroial 

standing. 
Sprinkling station grounds. 
Station employees' expenses. 
Telegraph service. 
Telephone service 
Warehouse charges for storage of 

freight. 
Washing towels. 



Cleaning privy vaults. 

Egress charges. 

Feeding and shoeing horses. 

Furniture repairs and renewals. 

Garage expenses. 

Licenses for ticket agents. 

Mail transfer by others than em- 
ployees. 

Membership fees and dues in 
agents' associations. 

Power for station machinery. 

Rent of automatic weighing and 
recording devices. 



Atlases and maps. 

Auto trucks. 

Awnings. 

Axes. 

Badges. 

Baggage checks. 

Barometers. 

Baskets. 

Bicycles. 

Blocking. 

Brooms. 

Brushes. 

Buckets. 

Bulletin boards. 

Call bells. 

Candles. 



nVMB OF TOOLS AND SUPPLZBS 

(See special instructions, section 22) 

Car-seal presses. 

Car seals. 

Cari>ets. 

Chains. 

Chair cushions. 

Chairs. 

Chalk. 

Chamois skins. 

Check boxes. 

Check racks. 

Checks. 

Clocks. 

Coal hods. 

Cold chisels. 

Cooperage materiaL 

Copy-press stands. 
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Fin Imnliiili. 
nra 



loe. 

leebwreb. 

loeboxei. 

loebaekflte. 

loeevta. 

leetoocik 

Ladden. 

Lftmp burnfln. 

Lftmp efaimiMsn. 

LftmpfittincL 

Lftmp ^bet. 

Lttnp mftntles. 

Lttnpblftok. 

Lttnpa (not penoADently attached 

to buildiDd). 
Lantern fittinffk 
Lantern ^bee. 
Lanterns. 
Letten boies. 
Maflba«k 
Marking bmehes. 
Marking poCe. 
Biariine. 




Spades. 



Sprinkling 

Stools. 

Stove blacking. 

Stoves and storepipe. 

Switdi lamp sapplies at 
wbere regular switebing 
is not maintsined. 

Tables. 

Tacks. 

Tarpaulins (not for oar^). 

Thermmnetsrs. 

Ticket cases. 

TODgi. 

Toolboxes. 

Torpedoes. 

Towels. 

Trucks. 

Twine. 

Uniforms. 

WashbasiM. 

Waste. 

Water. 



poms 
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Water barrdf 1 Whedbanows. 

Water bowls. Whisk brooma. 

Water cans. Wicks. 

Water coolers. Wrenches. 
Water pails. 

377. YARDMASTERS AND YARD CLERKS. 

This account shall include the pay of general yardmaster, 
yardmaster, assistant yardmaster, general yard foreman, and 
yard clerks and attendants in yards where regular switching 
service is maintained and in terminal switching and transfer 
service, including employees engaged in calling yardmen and 
trainmen; also pay of policemen, watchmen, and detectives in 
yard service. (See account No. 389, "Yard supplies and ex- 
penses.") 

378. YARD CONDUCTORS AND BRAEEMEN. 

This account shall include the pay of yard conductors or 
foremen and yard brakemen or switchmen handling cars in 
passenger and freight yards where r^^ular switching service is 
maintained and in terminal switching and transfer service, 
including pay while deadheading in connection with such service. 
(See account No. 389, "Yard supplies and expenses.") 

NoTB. — When conductors and brakeman are engaged in both train 
and yard service their pay shall be apportioned between the train and 
yard accounts on the basis of service rendered. This does not apply to 
train switching service performed by train crews, the entire pay oT whom 
shall be charged to account No. 401, "Trainmen." 

379. YARD SWITCH AND SIGNAL TENDERS. 

This account shall include the pay of employees in yards 
where regular switching service is maintained, who are engaged 
in the operation of yard switches and signals, including inter- 
lockers used solely or principally for the government of all move- 
ments of locomotives and trains between main and yard tracks, 
movements of locomotives between yard tracks and engine- 
houses, and yard switching movements. (See account No. 389, 
''Yard supplies and expenses.") 
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UBT or 
(See ipecial iiwtraeCioiifl. aectioo 22) 



Interioeker oilen. RigmUiw 

Lttnp deancfB. Switch 

Lamp men. Switch tcodeni. 

Toi 



380. YARD ENGINEMEN. 

This account shall mchide the pay of yard engmfters, and 
firemen while engaged in yards where regular switching service 
is maintained and in terminal switching and transfer service, 
including pay of such employees while deadheading in connec- 
tion with yard service. 

Note. — The pay of engiziemen oo locomotives engaged in more than 
one daas of service shall be apportioned on the basis of service rendered. 
Pay of enginemen on train locomotives while engaged in train switching 
service shall be included in account No. 392. "Train enginemen." The 
pay of enginemen on locomotives engaged in work service shall be in- 
cluded in the cost of the work to which the service pertains. 

381. YARD MOTORMEN. 

This account shall include the pay of yard motormen while 
engaged in switching service in yards where regular switching 
service is maintained, and in terminal switching and transfer 
service, including pay of such employees while deadheading in 
connection with yard service. 

Note. — The pay of motormen on locomotives engaged in more than 
one class of service shall be apportioned on the basis of service rendered. 
Pay of motormen on train locomotives while engaged in train switching 
service shall be included in account No. 393, "Train motormen." The 
pay of motormen on locomotives engaged in work service shall be in- 
cluded in the cost of the work to which the service pertains. 

382. FUEL FOR YARD LOCOMOTIVES. 

This account shall include the cost, delivered on locomotive 
tenders, of coal, coke, oil, wood, and other fuel consumed by 
locomotives in switching service in yards where regular switch- 
ing service is maintained, and in terminal switching and transfer 
service, including a suitable proportion of the pay of fuel agents, 
fuel inspectors, fuel weighers, and clerks engaged in accounting 
for fuel at fuel stations; pay of foremen and other fuel-station 
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employeee; also a suitable proportion of the cost of tools, such as 
wheelbarrows, shoveb, scoops, and picks, used for handling 
fuel at such stations, and the cost of operating machinery at 
fuel stations. 

NoTB A. — ^The oost of repairs and renewab of ooal chutes, buggies, 
pockets, air hoists, mechanical hoists, and mechanical oonvesrors at 
fud stations shall be charged to account No. 233, "Fuel stations." 

NoTB B. — ^The oost of supplies consumed by locomotives engaged in 
more than one class of service shaU be apportioned upon the basis of 
service rendered. The entire cost of supplies consumed by train locomo- 
tives in train switching service shall be included in the accounts pro- 
vided for train service. The supplies consumed by locomotives in work 
service shall be included in the cost of the work to which the service 
pertains. 

383. YARD SWITCHING POWER PRODUCED. 

This account shall include the cost of the production and dis- 
tribution of electric power used in operating locomotives and 
cars in switching service in yards where regular switching 
service is maintained, and in terminal switching and transfer 
service. 

Emplotbbs.— The pay of employees engaged in operating 
electric-power stations and substations, such as engineers, 
firemen, electricians, dynamo men, oilers, cleaners, and coal 

pttOBdO. 

Fuel. — ^The cost of coal, oil, gas, and other fuel, including the 
cost of labor unloading or stocking fuel. 

Watbb.-— The cost of water used to produce steam or to oper- 
ate water plants, including pumping, rent of ponds, streams, and 
pipe lines; also water tests, boiler compounds, and other like 
supplies and expenses. 

Othsr Supplebs and Expbnsbs.— The cost of lubricants, 
such as oil and grease used in lubricating engines, shafting, 
dynamos, and pumps; cost of waste, carbon brushes, fuses, 
Imnpe, and other supplies; also the cost of heating and lighting 
power plants, and other expenses not elsewhere specified in 
connection with operation of electric-power plants. (See special 
instructions, section 12.) 

NoTB. — ^The cost of supplies consumed by locomotives engaged in 
more than one class of service shaU be apportioned upon the basis of. 
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•erviee rendered. The entire oost of mippliee eomamed by tnin looomo- 
tivee in train ewitching service ahaU be included in the accounts provided 
for train service. The supplies consumed by locomotives in wock aervioa 
■hall be included in the cost of the work to whieh the aervioe peitalBa. 



384. YARD SWITCHING POWER PURCHASED. 

This account shall include the cost of electric power pur- 
chased for the propulsion of engines and cars in switching aervioe 
in yards where regular switching service is maintained, and in 
terminal switching and transfer service. 

NoTB. — The cost of supplies consumed by locomotives engaced in 
more than one class of service shall be apportioned upon the basis of 
service rendered. The entire cost of supplies consumed by train looomo- 
tives in train switching service shall be included in the aooounta provided 
for train service. The supplies consumed by locomotives in work aervioe 
■hall be included in the cost of the work to which the service pertains. 

386. WATER FOR YARD LOCOMOTIVES. 

This account shall include the cost of water supplied to loco- 
motives in switching service in yards where regular switching 
service is maintained, and in terminal switching and transfer 
service, including rent of ponds, lakes, other sources of water 
supply, and right of way for pipe lines; cost of water purchased, 
expenses of work trains while engaged in hauling water for 
locomotive supply, and cost of testing water; also cost of labor 
expended and cost of materials and supplies used in the opera- 
tion of water stations and purifying plants. 

The cost of operating boilers, engines, and pumps at water 
stations; heating and lighting water stations, breaking ice in 
water tanks, thawing out tank spouts and water cars, keeping 
fires in tanks and water cars to prevent freezing, shoveling snow 
into locomotive tanks; also temporary connections between 
water cars and locomotive tenders, compounds injected into 
locomotive boilers to decrease scale formation, and other ex- 
penses directly incident to the supplying of water to such locomo- 
tives, shall be included in this account. 

An equitable proportion of the pay and the office, traveling, 
and other expenses of superintendent of water service engaged in 
connection with water supply for locomotives shall be included 
in this account. 
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ITEII8 OF WATBB STATION BTrFPLIlS 

(See speoiAl infltruotions, seotion 22) 

Axes. OiL 

Boiler oompounds. Rubber paokiiig. 

ChemicalB. Shovela. 

Coal. Siphons. 

Coal picks. Slice bars. 

Engine igniter batteries. Stove fixtures. 

Gasoline. Stoves. 

Gasoline drums. Waste. 

Hand tools. Wrenches. 
Hose. 

NoTB. — The cost of supplies consumed by locomotives engaged in 
more than one class of service shall be apportioned upon the basis of 
service rendered. The entire cost of supplies consumed by train locomo- 
tives in train switching service shall be included in the accounts provided 
for train service. The supplies consumed by locomotives in work service 
shall be induded in ibe cost of the work to which the service pertains. 

386. LUBRICANTS FOR YARD LOCOMOTIVES. 

This account shall include the cost of valve, en^e, car, and 
other lubricating oils, grease, compounds, and waste used for 
lubrication of locomotives in switching service in yards where 
regular switching service is maintained and in terminal switching 
and transfer service. ^ 

NoTB. — The cost of supplies consumed by locomotives engaged in 
more than one class of service shall be apportioned upon the basis of 
service rendered. The entire cost of supplies consumed by train locomo- 
tives in train switching service shall be included in the accounts provided 
for train service. The supplies consumed by locomotives in work service 
shall be included in the cost of the work to which the service pertains. 

387. OTHER SUPPLIES FOR YARD LOCOMOTIVES. 
This accoimt shall include the cost of supplies, other than 

fuel, water, and lubricants, used on locomotives in switching 
service in yards where regular switching service is maintained 
and in terminal switching and transfer service, including the 
cost of repairs and renewals of furniture, tools, and other mov- 
able articles required for use in locomotives in yard service. 

The cost of sand charged to this account shall include the 
cost of material and supplies used in preparing and drying the 
sand for use, such as the cost of fuel, whedbarrows, shoveb, and 
sand screens. 
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389. TABD SUPPLIES AND 

lliiB aMCNmt flhaU indode the ecMit of iiqi^^ 
life nppliesi med in yud flervioe, yud vgnal and int wlo flka t^ 
wapflifBBf and miaoelbiiaoiM yud anwnsw for jaidi lAtn 
ngolar ■witehing aorviee is maiittainod; abo offioe and other 
eipmuifiii of employeea iriioae paj ia ehaifpeable to aoeoanta 
Noa. 877, 378, and 379. 





(Bee 9Miil iutmetiooi. aeotioii a« 


EketrMialit MrboM. 


Labfiemti for 


SketoMialit abbes. 


•witdMi. 


Haii. 




8MDephor» Inns 


IM for heatiiiC. 




Sianal iMBpti 


F^wi for poiw* 




8tO¥W* 






OWlldl mIMM 


liHDP fauilMnU 




Bwitali lunpi 


Tianip ohiinmiera. 




owiusu lopn. 


LnipwSekB. 




WMte. 


Lantam ilobes. 




WWMmine ftO^fL 


LHrtera wieln. 




WnddoawBdaa 



mm OP TASD 
(See special instructions, section 22) 

Electricity purchased for lighting Power purchased for operatiiic 

yards and yard buildings. switches and signals. 

Furniture repairs and renewals. Rent of telephones. 

Gas purchased for lighting yards Rent of yard buildings (not jointly 

and yard buildings. used). 

P6wer produced for operating 
and signals. 



390. OPERATING JOINT YARDS AND TERMTNALS-DR. 
This account ahall include the carrier's proportion ci the 
costs incurred by others in their operation of joint yards and 
terminab, including signals, interlockers, and other facilitiea at 
such joint yards and terminals. 

NoTB A. — ^The purpose of this account is to show the amoiintB aoeniing 
against the carrier for its proportion of the cost of operating jrards and 
terminals operated by others, and in the joint use of which the eairier 
participates. (See q;>ecial instructions, section 0.) 

NoTB B. — No proportions of items of expense chaigeaUe by the operat- 
ing carrier to accounts Nos. 392 to 402, indusive, shall be inoluded in 
this account. 
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391. OPERATING JOINT YARDS AND TERMINALS-CR. 
This account shall include amounts chargeable to others as 

their proportions of the costs incurred by the carrier in the opera- 
tion of joint yards and tenninab, including signals, interlockers, 
and other facilities at such joint yards and terminals. 

NoTB A. — The purpose of this account is to show the amounts ao- 
cniing in favor of the carrier and against others for their proportions of 
the cost of operating yards and terminals operated by the carrier and 
in the joint use of which others participate. (See special instructions, 
section 9.) 

NoTB B. — No proportions of items of expense chargeable by the oper- 
ating carrier to accounts Nos. 392 to 402, inclusive, shall be included 
in this account. 

392. TRAIN ENGINEMEN. 

This account shall include the pay of steam locomotive en-* 
gineers and firemen while engaged in transportation train service 
or while deadheading in connection therewith and pay of such 
enginemen engaged in piloting trains over home lines; also the 
pay of employees while regularly engaged in shoveling coal 
forward on locomotive tenders. 

NoTB. — The pay of enginemen on locomotives engaged in more than 
one class of service shall be apportioned on the basis of service rendered. 
Pay of enginemen on train locomotives while engaged in train switch- 
ing service shall be included in this account. The pay of enginemen on 
locomotives engaged in work service shall be included in the cost of the 
work to which the service pertains. 

393. TRAIN MOTORMEN. 

This account shall include the pay of motormen while en- 
gaged in running other than steam locomotives and cars in 
transportation train service or while deadheading in connection 
therewith; also the pay and expenses of motormen while engaged 
in piloting trains or cars over home lines. 

NoTB. — The pay of motormen on locomotives engaged in more than 
one class of service shall be apportioned on the basis of service rendered. 
Pay of motormen on train locomotives while engaged in train switching 
service shall be included in this account. The pay of motormen on 
locomotives engaged in work service shall be included in the cost of the 
work to which the service pertains. 

394. FUEL FOR TRAIN LOCOMOTIVES. 

This account shall include the cost, delivered on locomotive 
tenders, of coal, coke, oil, wood, and other fuel consumed by 



i\> 
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396. TRAIN POWER PURCHASED. 

This account shall include the cost of electric power purchased 
for the propulsion of locomotives and cars in transportation 
train service. 

Note. — The entire cost of supplies oonsumed by train locomotives in 
train switching service shall be included in the accounts provided for 
train service. The supplies oonsumed by locomotives in work service 
shall be included in the cost of the work to which the service pertains. 

397. WATER FOR TRAIN LOCOMOTIVES. 

This account shall include the cost of water supplied to locomo- 
tives in transportation train service, including rent of ponds, 
lakes, other sources of water supply, and right of way for pipe 
lines; cost of water purchased, expenses of supply trains while en- 
gaged in hauling water for locomotive supply, and cost of testing 
water; also cost of labor expended and cost of material and sup- 
plies used in the operation of water stations and purifying plants. 

The cost of operating boilers, engines, and pumps at water 
stations, heating and lighting water stations, breaking ice in 
water tanks, thawing out tank spouts and water cars, keeping 
fires in tanks and water cars to prevent freezing, shoveling snow 
into locomotive tanks; also temporary connections between 
water cars and locomotive tenders, compounds injected into 
locomotive boilers to decrease scale formation, and other ex- 
penses directly incident to the supplying of water to such locomo- 
tives, shall be included in this account. 

An equitable proportion of the pay and the office, traveling, 
and other expenses of superintendent of water service, engaged 
in connection with water supply for locomotives, shall be in- 
cluded in this account. 

mtlCS or WATBB STATION SUPPLIBB 

(See special instructions, section 22) 

Axes. Oil. 

Boiler compounds. Rubber packing. 

Chemicals. Shovels. 

Coal. Siphons. 

Coal picks. Slice bars. 

Engine igniter batteries. Stove fixtures. 

Gasoline. Stoves. 

Gasoline drums. Waste. 

Hand tools. Wrenches, 
^oee. 
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899. OTHER SUPPLIES FOR TRAIN 

lliw aoooimi flhaU include the eoi( of aiqiifiBB other tliH^ 
water, and hibricante, including the eoit of npam and 
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imie OP TOOLS axd suppunB 
(See special instnictioitB, 



Ash hoes. 
Ash-pan rods. 



Ban. baggy. 
Belloords. 
Boxes, portable. 



22) 



Hatchets. 

Hoee (not air-bfake, 

steam). 
Hoee, thaw-oat. 



or 



Brushes. 

Buckets. 

Carbide for aoetylene gas. 

Carbons for electric lights. 

Chimneys for headlights. 

Chimneys for signal lamps. 

Chisels. 

Clinker hooks. 

Crowbars. 

Files. 

Fint-akl boxes. 

Flags. 

Globes for lanterns. 

Orate shakeiB, 



Ice. 
Jacks. 



Lanterns and parts. 

Locks for portable 

Matches. 

(Ml cans. 

Oil f or headli^ts. 

Oil for lanterns. 

Oil for signal lamps. 

Oil for torches. 

Oilers. 

Pecking, fiber. 

Peeking, rubber. 
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Packing hooki. Switch pdei. 

Packing spooni. Switch ropea. 

Picks, coal. Tool bozea, portable. 

Pinch bars. Torches. 

Plugging bars. Torpedoes. 

Pokers. Waste. 

Sand. Water buckets. 

Saws. Water coolers. 

Scoops. Wicks for headlights. 

Shovds. Wicks for lanterns. 

Si^ial lamps. Wicks for signal lamps. 

Sledges. Wicks for torches. 

Slice bars. Wrecking frogs. 

Soap. Wrenches. 
Switch chains. 

Note A. — ^Where the quantity of sand used on locomotives engaged 
in train service is relatively small as compared with the quantity used 
by locomotives engaged in yard service, the entire cost of such material 
shall be included in account No. 387, "Other supplies for yard locomo- 
tives.*' Where the quantity used in train service is relatively large, the 
entire cost shall be included in this account. 

NoTB B. — The entire cost of supplies consumed by train locomotives 
in train switching service shall be included in the accounts provided for 
train service. The supplies consumed by locomotives in work service 
shall be included in the cost of the work to which the service pertains. 

400. ENGINEHOUSE EXPENSES— TRAIN. 

This account shall include the expense of caring for and pr&* 
paring locomotives for transportation train service, including a 
proportion of such expenses as are common to train, yard switch- 
ing, and work service. 

Enginehousb Men. — ^The pay of en^nehouse employees 
engaged in wiping, cleaning, watching, and dispatching locomo- 
tives; preparing and keeping fires, dumping ashes, washing 
boilers, cleaning fire boxes, packing driving boxes and truck 
boxes; cleaning smokestacks, air-brake equipment, and front 
ends of locomotives; checking locomotive tool equipment, 
cleaning ash and cinder pits; operating turntables, drying sand, 
inspecting smokestacks and ash pans; and moving locomotives 
around engine yards when operated by hostlers; also a propor- 
tion of the pay of enginehouse foremen and their clerks. 

Miscellaneous Expenses. — ^The cost of tools and supplies 
and sundry expenses on account of caring for and preparing 
locomotives at enginehouses. 
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(Bee 9Miil inilniotioiw. notioa 8^ 

Boiled oO. Fiint for tront cndg of ki oo ui o tl f w. 

CompQUiMli for diwuiing and pol- Poww for oporstioD of tomtablai 

iddng. and tnuuf er tablMk 

Om, oli, and aleotridly for lighting. Bent of nmndluNiae ■Ulkk 

Himting cngineliouMi, including Shorels. 



Signnl Hghto <m tnuuf er teblM and 
TiainpMfn*1r tuntablM. 



Lanterns uaed Igr engindMNue men. 

lighting enginehouaea, induding Water for einder pita. 

offieea. Water for wadiing boOen. 

Lobricating oiL Waterhoee. 

I^fe. WheelbariowB. 
Faddngtoola. 



Non A.— Engineiioaae O Kp e na ea of looomotivea in woik awioa ahall 
be induded in the ooat of tbe work to wfaieb the aervioe pertaina. 

NotB B. — The pay of meohanioa and laboren engaged in looomotive 
repair woik in enginehouaea ahall be charged to the appropriate aooonnta 
for looomotive repaira. 

401. TRAINMEN. 

This account ahAll include the pay of oonducton; of train 
auditors, ticket collectors, and others engaged in lifting <Mr ex- 
amining authorities for transportation; and of baggagemen, 
brakeman, flagmen, trsun porters, train guards, train stenog- 
raphers, maids, and other trsun employees while engaged in 
transportation traui service or while deadheading in connection 
therewith; also the pay of trainmen while engaged in piloting 
trains over home lines. 

Note. — ^The pay of trainmen while engaged in work-train service 
■hall be included in the cost of the work to which the service pertains. 

402. TRAIN SUPPLIES AND EXPENSES. 

This account shall include miscellaneous expenses of transpor- 
tation service trains and the cost of all supplies other than loco- 
motive supplies. 

Cleaning Cars. — ^The cost of cleaning and disinfecting pas- 
senger and freight cars in transportation train service, including 
cost of removing from freight-train cars such refuse material 
3s sawdust; hay, and straw. 



APPENDIX B 867 

ITBMB OF SSBVICll AND 8T7PPLIB8 

(See special instructioitB, section 22) 

Brooms. Hose and fixtures. 

Brushes. Labor of employees. 

Cleaning compounds. Polishing compounds. 

Compressed air. Soap. 

Disinfectants. Sponges. 

Disinfecting machines. Water. 
Fuel for heating water. 

Heatinq Cabs. — ^The cost of heating cars in transportation 
train service, including cost of operating steam-heating plants 
for car heating at stations and yards. 

ITEMS OF SERVICE AND SUPPLIBB 

(See special instructions, section 22) 

Connections between steam heat- Labor of employees. 

ing lines and cars. Removal of ashes from oar stoves. 

Fuel. Stoves temporarily in freight oars. 

LiQHTiNG Cabs. — ^The cost of lighting cars in transportation 
train service, including the cost of filling and cleaning lamps and 
of operating plants for supplying gas or electricity for lighting 
purposes. 

ITEMS OF SERVICE Al>n> 8X7PPLIB8 

(See special instructions, section 22) 

Battery renewals. Hose and connections. 

Candles. Incandescent lamp bulbs. 

Chimnejrs. Labor of employees. 

Electricity. Lamp carbons. 

Gas. Oil. 

Gas mantles. Shades. 

Globes. Wicks. 

Note. — Repairs of gas lighting and electric lighting plants shall be 
included in the proper maintenance accounts. Repairs and renewals 
of electric lighting equipment of cars, except supplies as above provided, 
shall be included in the appropriate car-repair account. 

LuBBiCATiNQ Cabs. — ^The cost of lubricating cars m transpor- 
tation train service, including cost of inspecting, repacking, and 
oiling car journal boxes and air-brake equipment. 

items of sbrvicb and supplddb 

(See special instructions, section 22) 

Cotton waste. Packing buckets. 

Grease buckets. Packing hooks. 

Labor of employees. Packing irons. 

Gil cans. Packing, miscellaneous. 

Oil, grease, and other lubricants. Wool waste. * 
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IciNa AMD WAnrnxN o Cabs.— The cost of idng and witerinf 
can in tnmflportatkm tnin flervioe, induding idiig can Cor i»- 
firigerEtioQ purpoaea. Credits AaU be made to thia aeooonl for 
refrigeratiaii chaigea ooUeetioQ feom oUmt ewnpaniaa and in- 
dividuals. 



(See ipecial iint ni cUup ^ ■eotion V^ 

Bookete. Labor of caaployMa. 

Hdoe and fiztnm. TjMldew. 

loe. Bah. 

Icetoolfl. Water. 

D»LX>umNQ Trains.— Tlie compenaatioa for tempomiyuae of 
tgacka of other camera, inahiding the cost of pilot aemce, onae- 
count of wrecks, waahoutSy landalideBi snoar blodcadeai and other 
def eota of the tracks, biidgea, or tunnds on the carrier'a line. 

Tbain Sufpldbs.— The cost of suj^lies furmahed for use on 
can in tnnqwrtation train service. 



(See ipeci«l inetraotknii, eeetioa 2S9 

Medical boiei. 

Oil f or Iftntens. 

Beds. Order hoops. 

Bell oordfl. Pedlooke. 

Bozee for trainmeo. Pails. 

Brooms. Punches. 

Brushes. Sawdust. 

Chains. Saws. \ 

Chairs for cabooses (not per- Scoops, 

manently attached). Shovels. 

Cold chisels. Signal boxes. 

Combs. Signal lamps (rear). 

Conductors' punches. Sledges. 

Cuspidors. Soap. 

Drinking cups and glsssee, Switch chains. 

Fire buckets. Switch ropes. 

Flags. Toilet paper. 

Fuses. Torpedoes. 

Hammers. Towels. 

Hatchets. Train tool boxes. 

Jacks. Uniform trinmuncs. 

Lamp boards. Uniforms. 

Lamp sticks. Ventilator sticks. 

Lantern globes. Waste. 

Lantern parts. Water buckets, 

lisntems. Wrecking frogs. 

Matches. Wrenohes. 
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Other Expsnub. — ^The cost of miscellaneouB supplies to* 
quired to equip trains for transportation service and miscel- 
laneous expenses incident to operation of such trains. 

ITBMB OP MXPWXmm ON AOOOUKT OP niFLOTBlS 

(See special instniotions, section 22) 

Apparatus for testing the sight and hearing of enginemen and trainmen. 
Employees' reading and bunk room expense, including pay of at- 
tendants and supplies furnished. 
Laundry work. 

Physicians* fees for examination of train employees. 
Wages paid to superintendents and secretaries of reading rooms. 

ITBMB OP BXPBNBB ON ACCOUNT OP TBANBPOBTATION 

(See special instructions, section 22) 

Bedding for stock cars. 

Boarding and slatting box and stock cars for oanidng coal, coke, and 
other freight. 

Boards for flooring fruit cars. 

Chains for securing loads. 

Cleaning, trinmiing, and filling trainmen's lanterns and rear signal 
lamps. 

Coupling and uncoupling cars at terminals. 

Disinfecting cars. 

Dunnage used in loading cars or fitting cars for freight shipments. 

Feed for live stock in snow-bound or otherwise delayed trains. 

Flowers and plants for cars. 

Laundry for revenue service ears other than for dining and buffet 
service and sleeping car service. 

Occasional turning of engines on Y of other carriers. 

Oil and other supplies for locomotives hauled as freight. 

Periodicals for use of passengers on trains. 

Planking cars for billet shipments and other material. 

Provisions, supplies, or board for passengers in delayed trains. 

Removing advertisements from cars. 

Rent of fare registers in cars. 

Safety chains for use between twin and triple cars. 

Supplies for parior and chair cars. 

Supplies furnished cars for the purpose of protection against accidents 
and fires. 

Temporary grain doors. 

Temporary lining of oars for freight shipments and stoves and heaters 
to prevent freesing. 

Temporary openings in cars for freight shipments. 

Temporary racking of cars for handling sugar-cane, eom, bark, or 
oordwood. 

Transferring passengers, express matter, baggage, mail, and freight 
on account of dcdfective tracks, bridges, or tunnels. 

NoTB. — ^The expenses of operating sleeping, dining, and bu£Fet ear 
features of train service shall be included in the account No. 403, '*Oper- 
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PoBTEBS AND Maida. — ^The pay of porten and maids em- 
ployed on sleeping cars. 

Car SrppLiES. — ^The cost of miscellaneous supplies used on 
sleeping cars, such as combs, brushes, brooms, and toilet paper; 
also uniforms, cape, and service stripes for employees. 

Laundbt. — ^Expenses for laundry work, such as lanndPiring 
sheets, ];nllowca8es, towels, blankets, etc. 

Other Expenses. — ^The cost of flowers and plants, ^AAting 
cars, cleaning the interior of cars, and of supplies used in interior 
cleaning, rent and cost of supplies for rooms furnished far deep- 
ing car service employees, and such other expenses in comnectioa 
with the operation of sleeping cars as are not provided for else- 
where. 

Nora. — ^When ofllcerB have immediate supervisioD over deepins ear 
service and other operations their pay, ofliee, and other ezpenaes, as 
abo the pay, office, and other ezpensee of their anietanta, cle^s, and 
office attendants, shall be equitab^ apportioned to the aooounta appro- 
priate to the operations over which they have supervision. 
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404. SIGNAL AND INTERLOCKER OPERATION. 

This account shall include the cost of operating signals and 
interlockers other than those solely or principally used for govern- 
ing all movements of locomotives and trains between main and 
yard tracks, movements of locomotives between yard tracks 
and enginehouseSy and yard switching movements. 

Labor. — ^The wages of employees engaged in operating signals 
and interlockers or power producing plants in connection there- 
with, such as switch tenders, signalmen other than telegraph 
operators, lever men, switch and mgnal oilers, battery men, 
lamp men, lamp cleaners, and lamplighters; gatemen at cross- 
ings of other railroads, en^eers and others operating plants 
furnishing compressed air for signals and interlockers; engineers, 
electricians, and others operating plants furnishing electric 
power for dgnals and interlockers. 

Supplies. — ^The cost of supplies used in operating signals and 
interlockers or in signal offices, such as gasoline, vitriol, battery 
zincs, battery coppers, lubricating oils, fuel for heating, fuel for 
power purposes, produced and purchased power used in operat- 
ing switches and signals, furniture repairs and renewab, water, 
and light. 

NoTB. — ^The cost of operating signals and interlookers solely or prin- 
cipally used for governing the movement of yard locomotives and trains 
shall be included in the appropriate yard expense accounts. 

405. CROSSING PROTECTION. 

This account shall include the pay of street and highway cross- 
ing gatekeepers and flagmen, the cost of supplies used by them, 
the cost of lights at street and highway crossings not a part of 
the lighting outfit at stations or in yards, and the cost of com- 
pressed air for operating gates. 

406. DRAWBRIDGE OPERATION. 

This account shall include the cost of operating drawbridges. 

Labor. — ^The wages of employees engaged in operating draw- 
bridges, such as bridge engineers, tenders, and watchmen. 

Supplies. — ^The cost of produced and purchased power and 
of supplies, such as fuel, oil, lanterns, water, waste, boats, 
stoves, chairs, brooms, and piuls used in drawbridge operation. 
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407. TELEGRAPH AND TELEPHONE OPERATION. 

This account shall include the cost of telegraph and tel^dione 
operation not provided for elsewhere. 

SuPBRiNTBNDENCB — ^TELEGRAPH. — ^Tho pay of Superintend- 
ents of telegraph, telegraph censors, their clerks, and attendants. 

Telegraph Operatobs and ME88ENGEB8.—-The pay of 
telegraph operators, block inspectors, and messengers in tele- 
graph and relay offices other than those employed in dispatching 
trains and those located in general offices or at stations. 

Other Telegraph Expenses. — Office, traveling, and inci- 
dental expenses, including office rent, of employees whose pay is 
chargeable to this account; rent of telegraph conduits, lines, 
and poles; cost of battery renewals and supplies, bicycles for 
messengers, and electric current for telegraph purposes; also 
excess payments to telegraph companies when in connection 
with telegraph service and not provided for elsewhere. 

NoTB A. — ^The pay, rent, other ofiSoe ezpenees, and traveling ezpenaes 
of superintendents of telegraph, their assistants, clerks, and attendants, 
when engaged both in maintaining and operating telegn^ph lines ahaU 
be apportioned equally between this account and account No. 247, 
"Telegraph and telephone lines.'* 

Superintendence — ^Telephone. — ^The pay of superintend- 
ents of telephone, their clerks, and attendants. 

Telephone Operators and Messengers. — ^The pay of 
telephone operators and messengers in telephone offices other 
than those employed in dispatching trains and those located in 
general offices or at stations. 

Other Telephone Expenses. — Office, traveling, and in- 
cidental expenses, including office rent, of employees whose pay 
is chargeable to this account; rent of telephone conduits, lines, 
and poles; cost of battery renewals and supplies, bicycles for 
messengers, and electric current for telephone piu'poses; also 
excess payments to telephone companies when in connection 
with telephone service and not provided for elsewhere. 

Note B. — The pay, rent, other office expenses, and traveUng expenses 
of superintendents of telephone, their assistants, clerks, and attendants, 
when engaged both in maintaining and operating telephone lines, ahaU 
be apportioned equally between this account and account No. 247, 
"Telegraph and telephone lines." 
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408. OPERATING FLOATING EQUIPMENT. 

This account shall include the cost of operating floating equip- 
ment in water transfer service (ferriage, lighterage, and float- 
age). (See general instructions, section 1.) 

Superintendence. — ^The pay of vice preadents and other 
officers directly in charge of or engaged in the operation of 
boats; the pay of their assistants, clerks, and attendants; also 
the office, traveling, and other expenses of such officers and 
their employees. 

Wages of Crews. — ^The pay of captains, pilots, chief officers, 
mates, sailors, wireless telegraph operators, and other employees 
of the deck department; engineers, assistant engineers, elec- 
tricians, oilers, firemen, coal passers, and all other employees 
of the engineer's department; and pursers, port€rs, and all 
other employees in the steward's department, except when en- 
gaged in dining and buffet service. 

Fuel. — ^The cost, on board boats (including the cost of trim- 
ming) of coal, oil, wood, and other fuel used for generating power, 
heat, or light. 

Lubrication. — ^The cost of oil, grease, tallow, graphite, and 
other material furnished for lubricating purposes. 

Other Suppues and Departiibntal Expenses. — ^The cost 
of supplies furnished to deck department; the incidental ex- 
penses of deck department employees; supplies other than fuel 
and lubricants, furnished the engineer's department; water 
furnished to boats; incidental expenses of engineer's department 
employees; supplies (other than dining and buffet supplies) 
furnished to the steward's department; laimdry for boats; and 
incidental expenses of steward's department employees. 

XTBMB OF SUPPLUBS 

(See special instruotioiui, seotion 22} 

Axes. Hatchets. 

Brooms. Hose. 

Brushes. Ice. 

Coznmissarial supplies. Lamps. 

Flags. Laundry. 

Gas. Lines. 

Globes. Mops. 

Grease. Oil. 

Handspikes. Pails. 
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C-kalk, 


Pindb bnL 


rv^lhotk. 


Bopei. 


O«libor«b. 


Seh. 


OMahkOB. 


Seoopa. 


Cwwhttn. 




Om. 


Soap. 


IlAinmen. 


Taeki. 


lifttfihcrU. 


Tallow. 


IW!. 


Tofchea. 


Im; tongt. 


Towela. 


IficftodoioeDt lifhtt. 


Twine. 


Ijunimf reflector. 


Waste. 


Laiitisms. 


Water. 


Mftriine. 


Water ooolen. 


Matehet. 


WheelbanowB. 


OIL 
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NoTB A. — ^When the oompenaatbn for the use of floatfng equipment 
UBsd in water transfer servioe indudee rent, maintenanoe, and operation, 
the portion covering rent shall be charged to income account No. 639, 
"Rent for floating equipment," the portion covering maintenance shall 
be charged to the appropriate account for maintenance of equipment, 
and the portion covering operation shall be included in this account. 

Note B. — The cost of labor expended in transferring freight between 
cans and boats shall be distributed in such manner as to include in ac- 
count No. 373, "Station employees," the expense of handling between 
the cars and the string piece of the wharf or rail of the boat, and to in- 
clude in this account the expense of handling upon the boats. 

409. EXPRESS SERVICE. 

This account shall include the cost of operating express service. 

Drivers and Messengers. — ^Pay of express messengers, 
drivers, and helpers, and cost of their uniforms, uniform trim- 
mings, and badges; and pay of baggagemasters handling express. 

Other Expenses. — ^Pay of stablemen in express service, rent 
of stables, and expense of feeding and shoeing horses. 

410. STATIONERY AND PRINTING. 

This account shall include the cost of stationery and printing 
used in connection with rail line transportation, including opera- 
tion of floating equipment. 

8TATXONXBT AND PBINTINO ITBM8 

(See special instructions, section 22) 



Adding machines. 

Addressographs and supplies. 

Arm rests. 

Baggage checks, printed. 

Baggage scrip. 

Baggage storage checks. 

Bills of lading. 

Binders. 

Blank books. 

Blotters. 

Blotting paper. 

Bristol board. 

Calculating machines. 

Calendars. 

Carbon paper. 

Cardboiud. 

Cards, blank and printed. 

Circulars. 

Computing tables. 

Conductors* hat checks. 

Copy (impression) books. 



Copying brushes. 

Copying presses. 

Crayons. 

Cross-eection books. 

Cross-section paper. 

Cyclostyles. 

Dating stamps and ribbons. 

Delivery tickets. 

Dictaphones. 

Dictographs. 

Drawing paper. 

Duplicators. 

Electric pens. 

Envelopes. 

Erasers, rubber and steeL 

Eyelet punches. 

Eyelets. 

File boxes, paper. 

Forms, blank and printed. 

Fuel tickets. 

Glass pens. 
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Hectosraphs. 

Indexes. 

Ink for writing and drawing. 

Inkstands. 

Invoice books. 

Legal cap paper. 

Letter paper. 

Manifold paper. 

Manifold pens. 

Mileage books. 

Mimeographs. 

Mucilage. 

Mucilage brushes. 

Neoetyles. 

Note paper. 

Notices. 

Numbering stamps. 

Oil paper. 

Paper. 

Paper baskets. 

Paper clips. 

Paper cutters. 

Paper fasteners. 

Paper files. 

Paper weights. 

Papyrographs. 

Parchment paper. 

Pencil sharpeners. 

Pencils for writing and drawing. 

Penholders. 

Penracks. 

Pens for writing and drawing. 

Phonographs and records. 

Pins. 

Postage. 



Punebes (not odndaetonT or 

gagemso s). 
Rabber bands. 
Rabber stamps. 
Rulen. 
Ruling pens. 
Bcrapbooks. 



Seals. 

SheazB. 

Shipping orders. 

Shipping tags. 

Shorthand notebooka. 

Sponge cups. 

Sponges. 

Stamps, impression. 

Stylographs. 

Tablets, blank and printed. 

Tape, 

Telegraph blanks. 

Ticket stamps. 

Tickets. 

Time-tables (employees). 

Tissue (impression) paper. 

Tracing doth. 

Tracing paper. 

Twine. 

Typewriters and ribbons. 

Wage tables. 

Wastcbaskets. 

Water colors. 

Water holders. 

WaybiUs. 

Wrapping paper. 

Wringers for copying presses. 



Note. — The cost of dictionaries, periodicals, technical books, etc., 
shall be included in appropriate superintendence accounts, and city 
directories and books for reference used by station agents shall be charged 
to account No. 376, "Station supplies and expenses." 

411. OTHER EXPENSES. 

This account shall include all expenses in connection with 
rail line transportation not properly chargeable to other trans- 
portation accounts. 

ITEMS OF EXPENSE 

(See special instructions, section 22) 

Amounts paid for switching empty cars otherwise than In connection 
with loaded movements or with the repairs to the equipment. 
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Amounts paid on account of bills of lading iasued on fraudulent re- 
ceipts. 

Amounts paid to suspended transportation department employees 
covering periods of suspension. 

Compensation for property loss incident to failure to stop at station 
to pick up passengers. 

Demurrage accruing on a foreign line by reason of error of doner's 
agent. 

Extra drayage due to agent's error in routing interline shipment! 

Fees paid arbitrators in wage disputes of transportation department 
employees. 

Loss of station funds by burglaiy, when not covered by insurance. 

Loss of train collections in holdup. 

Overcharges paid foreign lines on account of error of the carrier's 
agent in routing and billing. 

Pay and expenses of transportation department employees attending 
conferences with officers in connection with wage diq;>utes. 

Payments for switching on account of cars not p— «"g inspection at 
junction points. 

Penalties imposed under reciprocal demurrage laws for failure to 
furnish cars. 

"Penalty switching" payments on account of improper delivery of 
cars to other carriers. 

412. OPERATING JOINT TRACKS AND FAdLITIES— 

DR. 
This account shall include the carrier's proportion of the 
transportation expenses incurred by others in the operation of 
joint tracks, interlockers, and other facilities which are not 
provided for in account No. 390, ''Operating joint yards and 
teiminals — Dr." 

NoTB A. — The purpose of this account is to show the amount accruing 
against the carrier for its proportion of the cost of operating tracks and 
facilities (other than at joint yards and terminals) operated by others 
and in the joint use of which the carrier participates. (See special in- 
structions, section 9.) 

NoTB B. — No proportions of items of expense chargeable by the 
operating carrier to accoimts Nos. 392 to 402, induaive, shall be in- 
cluded in this account. 

413. OPERATING JOINT TRACKS AND FACILITIES- 

CR. 

This account shall include amounts chargeable to others as 
their proportions of transportation expenses incurred by the 
carrier in the operation of joint tracks, interlockers, and other 
facilities which are not provided for in account No. 391, ** Operat- 
ing joint yards and terminals — Cr." 
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opcntins oaiiiw to aoooonta Noa. 80S to 402, indorivab ilinll ba farindBd 
in this aooount. 

414. INSURANCE. 

This account ahaU inchidB pnmioaii^ ene|ii ifin j unum e 
promiuiim, for immring the carrier acainet lorn tbioiii^ Iqjiiriai 
to pcrB O DS or damage to or deetraotkiii or loM of prapertgrt 
iriiether cMiaed fay fire, aooident, or other eaoeep wbea eodi 
lorn to the carrier would be diaigeaUe to TVanaportatiao— RaO 
line; aho premiuma on fidelity bonds of e&qployeea whaae pay 
is diaigeaUe to TVanaportatiaft— Bail line. (See qiecial m- 
atmctionai aectkHi 18.) 



NoKBw — ^Tbe pnmiuina paid fagr fha oaniw to ita inaoianaa tend ahafl 
be eveditod to an insunnoe team a aooount, to iriiieb aooount ahaU bo 
obaiaed tiia amount of all daima for iniuriea to pomoa and dawftagoa to 
ttM property oovwed by ita inauranoa. To audi aooount aiiall alao be 
c haii ad all reinaoianoe preminma paid to inanranoo oompaniea. and to it 
ahall be credited all amounts recovered from inaiiTanoo oompaniea for 
damage to property reinaured by them. 

416. CLEARING WRECKS. 

This account ahall include the cost of clearing wrecks other 
than wrecks of work trains. 

Labor. — ^The wages of employees while engaged in connec- 
tion with wrecking service, loading, and transferring contents 
of wrecked cars, building temporary tracks around wrecks, and 
removing such tracks. 

Train Service. — ^The cost of train service in connection with 
replacing wrecked equipment upon the tracks and transporting 
such equipment to shops for repairs, including amounts paid to 
other companies for service of locomotives, derricks, and other 
equipment and for wages of crews in wrecking service. 

Other Supplies and Expenses. — ^Payments for reloading or 
transferring freight, express, baggage, and mail; transferring 
passengers, and cost of providons or board for men dearnig up 
or watching at wrecks. 
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Non A. — Expenses of clearing wrecks of work trains shall be in- 
cluded in the cost of the work in connection with which the wrecked train 
was engaged. 

NoTB B. — The cost of restoring roadbed and tiacks to original condi- 
tion after wrecks and the cost of repairing equipment damaged or de- 
stroyed by wrecks shall be charged to the appropriate accounts for main- 
tenance of way and structures and maintenance of equipment. 

NoTB C. — That proportion of payments to other companies for use 
of locomotives, derricks, and other equipment in wrecking service which 
represents rent shall be included in the income accounts. 

416. DAMAGE TO PROPERTY. 

This account shall include payments and expenses on account 
of damages to the property of others, whether by fire, collision, 
flood, or other cause, with the exception of payments and ex- 
penses on account of damage to property intrusted to the carrier 
for transportation, and for damage to stock on right of way. 
It shall include also fines or compensation paid for interference 
with the business of others, as by detention of vessels at draw- 
bridges, or by blocking streets. 

This accoimt shall include also the pay, office rent, and office, 
traveling, and other expenses of employees and others engaged 
as claim adjusters or as witnesses in lawsuits in connection with 
damage to property cases, or engaged in detection of thieves; 
notarial fees paid in connection with such cases; and payments 
for or repairs of damage to equipment of other carriers, or to 
property contained therein, such carriers having trackage rights 
upon or grade crossings over the carrier's tracks. 

Note A. — Damage to live stock on right of way, and damage to 
freight and baggage intrusted for transportation, are provided for under 
accounts No. 417, "Damage to live stock on right of way"; No. 418, 
"Loss and damage — Freight"; and No. 419, "Loss and damage — 
Baggage." 

Note B. — Expenses incident to suits growing out of damage to prop- 
erty claims, not otherwise provided for, shall be included in account 
No. 454, "Law expenses." 

Note C. — The pay, office rent, and the traveling, office, and other 
expenses of claim adjusters, claim clerks, and others engaged in claim 
matters when not accurately assignable to a distinct class of claims, 
shall be apportioned equally among the several classes of claims over 
which they have jurisdiction or in connection with which they are en- 
gaged. This provision does not apply to the pay and expenses of general 
officers or general office employees whose pay is includible in general 
ftccount VII, General. 
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417. DAMAGE TO LIVE STOCK ON RIGHT OF WAY. 
This account shall include payments on account of cattle and 

other live stock killed or injured while crossing or trespassing 
on the right of way, including cost of removing and buiying 
the same. 

There shall be included in this account also the pay and the 
traveling, office, and other expenses of employees and others 
engaged as live-stock claim adjusters or engaged as witnesses 
in lawsuits in connection with damage to live stock on right of 
way; also notarial fees in connection with claims for damage 
to live stock on right of way. 

NoTB A. — Expenses incident to suits growing out of live-stock claims, 
not otherwise provided for, shall be included in account No. 454, " Law 
expenses.'* 

Note B. — The pay, office rent, and the traveling, office, and other 
expenses of claim adjusters, claim clerks, and others engaged in claim 
matters when not accurately assignable to a distinct class of claims, 
shall be apportioned equally among the several classes of claims over 
which they have jurisdiction or in connection with which they are en- 
gaged. This provision does not apply to the pay and expenses of general 
officers or general office employees whose pay is includible in general 
account VII, General. 

418. LOSS AND DAMAGE— FREIGHT. 

This account shall include payments and expenses on account 
of loss, destruction, damage, or delays to revenue freight ship- 
ments, including locomotives and cars transported as freight, 
express matter, milk shipments, and live stock, and expenses 
incurred on account of such payments; also expenses on account 
of loss, destruction, or damage to shipments of company ma- 
terial. 

This account shall also include the cost of repacking and 
boxing damaged freight shipments; notarial fees in connection 
with freight claims; freight charges i)aid other carriers on lost, 
destroyed, or damaged shipments; pay, traveling, office, and 
other expenses of employees or others engaged as freight-claim 
adjusters, as witnesses in lawsuits in connection with freight- 
claim cases, in selling damaged and imclaimed shipments, or in 
detecting thieves; rent of warehouses used for storage of dam- 
aged and astray freight shipments, payments for storage of such 
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shipments in public warehouses, and interest and penalties 
assessed for nonpayment of freight claims. 

Amoimts received from the sale of astray and damaged freight 
shall be credited to this account. 

Note A. — Expenses incident to suits growing out of loss and damage 
(freight) claims, not otherwise provided for, shall be induded in account 
No. 454, **Law expenses." 

NoTB B. — The pay, office rent, and traveling, office, and other ex- 
penses of claim adjusters, claim clerks, and others engaged in elaim 
matters when not accurately assignable to a distinct class of claims, 
shall be apportioned equally among the several classes of claims over 
which they have jurisdiction or in connection with which they are en- 
gaged. This provision does not apply to the pay and expenses of general 
officers or general office employees whose pay is includible in general 
account VII, General. 

419. LOSS AND DAMAGE-BAGGAGE. 

This account shall include payments for loss, destruction, 
damage, or delays to baggage and other personal carried property 
as baggage, and damage to personal apparel; also expenses on 
account of such loss or damage. 

This accoimt shall also include the cost of repacking and box- 
ing damaged baggage; notarial fees in connection with baggage 
claims; baggage claim payments made to other carriers on lost, 
destroyed, damaged, or delayed shipments; pay, traveling, 
office, and other expenses of employees or others engaged as 
baggage claim adjusters, as witnesses in lawsuits in connection 
with baggage claim cases, in selling damaged and unclaimed 
baggage, or in detecting thieves; rent of warehouses used ex- 
clusively for storage of damaged and unclaimed baggage, pay- 
ments for storage of such shipments in public warehouses, and 
interest and penalties assessed for nonpayment of claims. 

Amounts received from the sale of astray and damaged bag- 
gage shall be credited to this account. 

NoTB A. — Expenses incident to suits growing out of loss and damage 
(baggage) claims, not otherwise provided for, shall be included in ac- 
count No. 454, "Law expenses." 

NoTB 6. — The pay, office rent, and traveling, office, and other ex- 
penses of claim adjusters, claim clerks, and others engaged in daim 
matters when not accurately assignable to a distinct class of claims 
shall be apportioned equally among the several classes of claims over 
which they have jurisdiction or in connection with which they are en- 
g^^Bed. This provision does not apply to the pay and ezpeoaea of general 
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Claim adjusten' office expenses. Railway transportatkni. 

Compensation for injuries or death. Undertakers' services. 

Final judgments, including plain- Undertakers* supplies. 

tiffs* court costs. Witnesses* fees and eipenaes at in- 



Funeral expenses. quests and lawsuits. 

Hospital attendance. 

NoTB A. — Expenses incident to personal injury suits, not otherwiae 
provided for, shall bo included in account No. 454, "Law expenses." 

Note B. — Amounts donated by a carrier to haq>itals shall be distrib- 
uted, 26 per cent to account No. 274, "Injuries to posons*'; 26 per 
cent to account No. 332, "Injuries to persons*'; and 60 per cent to ac- 
count No. 420, " Injuries to persons.** 

NoTB C. — ^The pay, office rent, and traveling, office, and other ex- 
penses of claim adjusters, claim clerks, and others engaged in claim 
matters, when not accurately assignable to a distinct class of claims, 
shall be apportioned equally among the several classes of claims over 
which they have jurisdiction or in connection with which they are en- 
gaged. This provision docs not apply to the pay and expenses of general 
officers or general office employees whose pay is includible in general 
account VII, General. 

NoTB D. — When a pasoncnt on account of injuries to persons includes 
allowance for damage to personal apparel, the damage allowance shall 
be included in account No. 419. "Loss and damage — Baggage," when 
separable; otherwise the entire payment shall be included in this account* 
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V. TRANSPORTATION-WATER LINE. 

The primary accounts included in this general account are 
designed to show the expenses incurred in transporting persons 
and property by water Imes. 

When the compensation for the use of floating equipment 
used in water-line operations includes rent, maintenance, and 
operation, the portion covering rent shall be charged to income 
account No. 539, ''Rent for floating equipment," the portion 
covering maintenance shall be charged to the appropriate ac- 
counts for maintenance of equipment, and the portion covering 
operation shall be distributed to the primary accounts in this 
account. (See general instructions, section 1.) 

431. OPERATION OF VESSELS. 

This account shall include the cost of operating vessels in 
water-line service. 

It shall include: 

Superintendence. — ^The pay of vice preddents and other 
officers directly in charge of or engaged in the operation of ves- 
sels; the pay of their assistants, clerks, and attendants; also the 
office, traveling, and other expenses of such officers and their 
employees. 

Wages of Crews. — ^The pay of captains, pilots, chief officers, 
mates, sailors, wireless telegraph operators, and other em- 
ployees of the deck department; engineers, assistant engineers, 
electricians, oilers, firemen, coal passers, and all other employees 
of the engineer's department; and pursers, stewards, steward- 
esses, cooks, pantrymen, waiters, porters, and all other employees 
in the steward's department. 

Fuel. — ^The cost, on board vessels (including the cost of 
trinmiing), of coal, oil, wood, and other fuel used for generating 
power, heat, or light. 

Lubrication. — ^The cost of oil, grease, tallow, graphite, and 
other material furnished for lubricating purposes. 

Stationery and Printing. — ^The cost of stationery and 
printing used in connection with the operation of vessels. 
(For stationery and printing items, see expense account 
No. 410.) 
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Food Suppldbs. — ^The cost of all food supplies fumiahed to 
the steward's department. 

Bab Supplies. — ^The cost of all wines, liquors, beers, ales, 
mineral waters, cigars, cigarettes, tobacco, and other bar supplies. 

Other Supplies and Departmental Expenses. — ^The cost 
of supplies fidnished to deck department; the incidental ex- 
penses of deck department employees; supplies, other than 
fuel and lubricants, furnished the engineer's department; water 
furnished to ships; and incidental expenses of engineer's depart- 
ment employees; supplies (other than food and bar) furnished 
to the steward's department; laundry for ships; and incidental 
expenses of steward's department employees. 

Lat-up Expenses. — ^The pay of crews and all other transpor- 
tation expenses incurred on account of floating equipment when 
laid up and not undergoing repairs or betterment. 

Other Expenses. — ^Expenses incident to the operation of 
vessels not otherwise provided for in this account. 

Note A. — ^VHien officers enumerated above have supervision over 
other de];>artmentB also, thdr pay, office and other expenses, as also the 
pay, office and other expenses of their assistants, clerks, and attendants, 
shall be equitably apportioned among the departments over which they 
have jurisdiction. 

Note B. — The rent for offices and other structures of minor impor- 
tance used in the operation of vessels shall be included in this account. 
The rent for such property of major importance, which is ordinarily 
leased for a period of years, shall be included in Income. 

432. OPERATION OF TERMINALS. 

This account shall include the expenses of the operation of 
terminals devoted to water-line operations. It shall include: 

Superintendence. — ^The pay of vice presidents and other 
oflficers in charge of or engaged in the operation of tenninala; 
the pay of their assistants, clerks, and attendants; also the 
oflBce, traveling, and other expenses of such officers and their 
employees; the salaries of agents, clerks, and attendants; the pay 
of port or station agents and their employees; the pay of wharf 
employees (except stevedores and other laborers provided for 
in the subheading *' Stevedore and wharf labor"); agency and 
office expenses; expenses of telegraph and telephone service; 
postage, heat, light, power, water, ice, furniture, and other sup- 
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plies (except stationery and printing) ; and incidental office and 
traveling expenses of port or station agents, their clerks, and 
attendants. 

Stationery and Printino. — ^The cost of stationery and 
printing used in connection with the operation of terminab. 
(For stationery and printing items see expense account No. 410.) 

Stevedore and Wharf Labor. — ^The pay of stevedores, 
foremen, and longshoremen when engaged directly in loading 
and imloading vessels; payments for labor in connection with 
handling, trimming, and stowing cargoes in vessels, including 
payments to companies and individuals engaged to handle car- 
goes by contract; and the pay of laborers on wharves when 
engaged in piling, tiering, and handling freight, and in unloading 
and loading baggage. 

Tugs and Lighters — Operation. — ^Expenses in connection 
with the operation of tugs, lighters, and other floating equipment 
employed in terminal operations, including superintendence, 
wages, fuel, water, lubricants, food supplies, wharfage, and 
laborers engaged in handling lightered cargoes (except directly 
to or from ships). 

Switching, Lighterage, and Other Transfers. — ^Pay- 
ments made to other companies or individuals for lightering, 
switching, or transferring freight; teaming; operating team 
transfers owned by the carrier; and other expenses in connec- 
tion with the transfer of freight not provided for in the foregoing 
paragraph or in revenue account No. 121, "Freight." 

Light, Heat, Power and Water. — ^The expenses of light, 
heat, power, and water used in the operation of terminals (ex- 
cept in agents' or superintendents' offices), both when purchased 
and when produced by the carrier. 

Wharf Supplies and Expenses. — ^The cost of supplies used 
by and expenses of wharf employees, such as meals furnished, 
advertising for wharf employees, cost or rent of equipment for 
watchmen, firemen, and police; uniforms for wharf employees; 
supplies for coopering, marking, and tagging freight; car stand- 
ards, binders, etc.; and expenses not chargeable as repair items 
incident to keeping wharves in proper condition. 

Other Expenses. — ^Expenses incident to the operation of 
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tenninals not otherwise provided for in this account, including 
harbor master's fees, quarantine expenses, customhouse and 
other port charges. 

NoTB A. — ^When offioen enumerated above have supervision over 
other de];>artment8 also, their pay, office and other expenses, as also the 
pay, office and other expenses of their assistants, clerks, and attendants, 
shaU be equitably apportioned among the departments over which they 
have jurisdiction. 

NoTB B. — ^The rent for offices and other structures of minor importance 
used in the operation of terminals shall be included in this account. 
The rent for such property of major importance, which is ordinarily 
leased for a period of years, shall be included in Income. 

433. INCroENTAL. 

This account shall include incidental transportation expenses 
in connection with water-line operations. It shall include: 

Loss AND Damage — Fbeight. — Payments and expenses for 
loss, damage, delays, or destruction of freight (including com- 
pany material) ; uncollectible freight charges paid other carriers 
on misrouted, lost, damaged, or destroyed shipments; cost of 
repacking and boxing damaged merchandise; pay and expenses 
of employees and others engaged as adjusters and in detecting 
thieves; and the pay and expenses of employees and others en- 
gaged as witnesses in lawsuits in connection with loss and dam- 
age cases. The net amount received from the sale of astray and 
damaged freight shall be credited to this account. 

Loss AND Damage — Baggage. — Payments and expenses for 
loss, damage, delays, or destruction of baggage or other personal 
property carried as baggage, and damage to personal apparel; 
the cost of repacking and boxing damaged baggage; and the 
pay and expenses of employees or others while engaged as ad- 
justers and witnesses in lawsuits in cases involving loss or dam- 
age to baggage. The net amount received from the sale of 
astray and damaged baggage shall be credited to this ac- 
count. 

Damage to Property. — Payments and expenses on account 
of damages to or destruction of property of others, whether 
by fire, collision, or other cause, with the exception of payments 
and expenses on account of damage to property intrusted to 
the carrier for transportation; and pay and expenses of em- 
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ployees and others while engaged as adjusters and as witnesses 
in lawsuits arising out of damage to property. 

Injuries to Persons. — Compensation and expenses incident 
to injuries to persons occurring directly in connection with the 
transportation operations of water lines; a proportion of the 
pay and expenses of physicians and surgeons; of claim adjusters 
and clerks; expenses of nurses and hospital attendants; medical 
and surgical supplies; artificial limbs; funeral expenses; railway, 
boat, and carriage fares for conveying injured persons and at- 
tendants; donations or contributions to hospitab in which em- 
ployees are cared for; pay and expenses of employees and others 
while attending coroners' inquests, while engaged as witnesses 
in lawsuits in connection with personal injury cases, or when 
called in consultation in relation to personal injury claims. 

Insurance. — ^Premiums paid, except reinsurance premiums, 
for insuring the carrier against loss through injuries to persons, 
or damage to or destruction or loss of property, whether caused 
by fire, accident, or other cause, when such loss to the carrier 
would be chargeable to Transportation — ^Water Line; also premi- 
ums on fidelity bonds of employees whose pay is chargeable to 
that account. (See special instructions, section 18.) 

Note A. — The premiums paid by the carrier to its insurance fund 
shaU be credited to an insurance reserve account, to which account shall 
be charged the amount of all claims for injuries to persons and damages 
to the property covered by its insurance. To such account shall also be 
charged all reinsurance premiums paid to insurance oompaniest and to 
it shall be credited all amounts recovered from insurance companies for 
damage to property reinsured by them. 

Note B. — Eizpenses not otherwise provided for in connection with 
the conduct of loss, damage, and personal injury suits shall be charged 
to account No. 454, "Law expenses," but the amount of final judgments, 
including plaint^s court costs, shaU be included in this account. 

Note C— ^l^^Vnax* , office rent, and traveling, office, and other ex- 
penses of clain^^^ju^^cov, claim clerks, and others engaged in claim 
matters when not directly assignable to a distinct class of claims, shall 
be apportioned equally among the several classes of claims over which 
they have jurisdiction or in connection with which they are engaged. 

.8iKtoDB«iDlft5fc(fftflWi*ft/^6 in this general account are 

designed to show the expenses incurred in miscellaneous opera- 
HgWAo (8^e^^flSMtf tefltfllK>i99Sve^tion 4.) 
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441. DINING AND BUFFET SERVICE. 

This account shall include the cost of operating dining and 
buffet service on trains and transfer boats. It shall include: 

Superintendence. — ^The pay of officers directly in charge 
of operating dining and buffet service; the pay of their assistants, 
clerks, and office attendants; also the office, traveling, and other 
expenses of such officers and their employees. 

CoMMissARiAL Emplotees. — ^Thc pay of storekeepers, as- 
sistant storekeepers, clerks, porters, and other employees in 
commissarial supply depots and storehouses. 

Stewardb. — ^The pay of stewards or conductors employed 
on dining and buffet cars and transfer boats. 

Cooks and Waiters. — ^The pay of cooks, waiters, and as- 
sistants on dining and buffet cars and transfer boats. 

Fuel and Supplies. — ^The cost of fuel for cooking purposes; 
of provisions, such as meats, groceries, vegetables, fish, table 
waters, ice, etc. ; bar supplies, such as wines, liquors, beers, ales, 
etc.; cost of licenses; and cost of cigars, cigarettes, and tobacco. 

Laundry. — ^Expenses for laundiy work, such as laimdering 
tablecloths, napkins, aprons, etc. 

Stationery and Printing. — ^The cost of stationery and 
printing used in connection with dining and buffet service. 

Other Expenses. — The cost of flowers and plants; cleaning 
the interior of cars; rent and cost of supplies for rooms furnished 
for dining and buffet service employees; and such other ex- 
penses in connection with the operation of dining and buffet 
service as are not provided for elsewhere. 

Note. — When oflBcers have immediate supervision over dining and 
buffet service and other operations their pay, oflBce and other expenses, 
as also the pay, office and other expenses of their assistants, clerks, and 
office attendants, shall he equitably apportioned to the accounts appro- 
priate to the operations over which they have supervision. 

442. HOTELS AND RESTAURANTS. 

This account shall include the cost of operating hotels, res- 
taurants, and lunch counters when the cost of the operated 
property is includible in the road and equipment accounts. 
It shall include: 

Superintendence. — ^The pay of officers directly in charge 
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of operating hotels, restaurants, and lunch counters; pay of 
their clerks and office attendants; also the office, traveling, and 
other expenses of such officers. 

EBfPLOTEES. — ^The pay of stewards, hotel keepers, storekeepers, 
checkers, linen clerks, butchers, chefs, cooks, kitchen help, 
maids, porters, elevator men, call boys, hat and cloak attendants, 
waiters, waitresses, laimdresses, engineers, firemen, and other 
employees engaged in operating hotels, restaurants, and limch 
counters. 

Fuel and Supplies. — ^The cost of fuel for cooking and heat- 
ing piuposes; provisions, such as meats, groceries, vegetables, 
fish, table waters, ice, etc.; bar supplies, such as wines, liquors, 
beers, ales, etc.; the cost of liquor licenses; the cost of tobacco, 
cigars, cigarettes, etc.; and miscellaneous supplies for operating 
the service. 

Stationery and Printino. — ^The cost of stationery and print- 
ing used in connection with the operation of liotels and res- 
taurants. 

Other Expenses. — ^The cost of lighting, and other items of 
expense not otherwise provided for in this accoimt. 

NoTB. — When officers have hnmediate supervision over hotels, res- 
taurants, and lunch counters and other operations their pay, office, and 
other expenses, as also the pay, office, and other expenses of their as- 
sistants, clerks, and office attendants, shall be equitably apportioned 
to the accounts appropriate to the operations over which they have 
supervision. 

443. GRAIN ELEVATORS. 

This account shall include the cost of operating grain elevators 
other than small elevators which are classed as station facilities. 
It shall include: 

Superintendence. — ^The pay of oflBcers directly in charge of 
grain-elevator service; the pay of their assistants, clerks, and 
office attendants; also the office, traveling, and other expenses 
of such officers and their employees. 

EiiPLOYEES. — ^The pay of engineers, firemen, foremen, ma- 
chine men, oilers, millwrights, carpenters, trimmers, weighers, 
spout men, sweepers, laborers, watchmen, and all other em- 
ployees engaged in operating grain elevators. 
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Fuel and Supplies.— The cost of fuel for power, heating, 
and lighting plants; power for heating, lighting, and operating 
machinery; and water, ice, oil, waste, and other suppUes for 
operating such property. 

Stationert and PRiNTiNO.~The cost of stationery and 
printing used in connection with the operation of grain elevators. 

Other Expenses. — ^The cost of grain used to make up short- 
age in elevators; stationery and printing; rent for and repurs 
of rented offices; and other operating expenses not otherwise 
provided for in this account. 

NoTB. — When officers have immediate supervision over srain eleva- 
tors and other operations their pay, office, and other expenses, as also 
the pay, office, and other expenses of their assistants, clerks, and office 
attendants, shall be equitably apportioned to the accounts appropriate 
to the operations over which they have supervision. 

444. STOCKYARDS. 

This account shall include the cost of operating stockyards 
other than small stockyards or stock pens at stations, which 
are classed as station facilities. It shall include: 

Superintendence. — ^The pay of officers directly in charge 
of stockyard operations; the pay of their assistants, clerks, and 
office attendants; also the office, traveling, and other expenses 
of such officers and employees. 

Employees. — ^The pay of foremen, subforemen, yardmen, 
tallymen, weighmasters, stock loaders, drovers, drivers, en- 
gineers, firemen, shovelers, watchmen, policemen, and other 
stockyard employees. 

Fuel and Supplies. — ^The cost of fuel, gas, electric current, 
water; hay, grain, oats, and other feed for stock; straw and 
other bedding material; and other stockyard supplies. 

Stationery and Printing. — ^The cost of stationery and 
printing used in connection with the operation of stockyards. 

Other Expenses. — Payments for loss or damage to live stock, 
and other expenses not otherwise provided for in this account. 

Note. — When oflScere have immediate supervision over stockyard 
service and other operations their pay, office, and other expenses, as also 
the pay, office, and other expenses of their assistants, clerks, and office 
attendants, shall be equitably apportioned to the accounts appropriate 
to the operations over which they have supervision. 
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445. PRODUCING POWER SOLD. 

This account shall include the cost of operating power plants, 
substations, transmission systems and distribution systems, for 
the production of power sold. 

The proportion of the cost assignable to the production of 
the power sold only shall be included in this accoimt. (See 
special instructions, sections 12, 13, and 14.) 

This account shall include: 

SuPBRiNTENDENCB. — ^Thc pay of officers directly in charge 
of power plants, substations, transmission systems and distribu- 
tion systems; pay of their clerks and office attendants; also the 
office, traveling, and other expenses of such officers and em- 
plojrees. 

Emplotees. — ^The pay of foremen, subforemen, engineers, 
firemen, electricians, system operators or load dispatchers, 
dynamo tenders, foremen r^^ulators, regulators and assistants, 
switchboard men, brush men, oilers, wipers, wiremen, and others 
engaged in the operation of power plant and substation ap- 
paratus and devices. 

Fuel. — ^The cost of fuel used in the production of power and 
for heating power plants. 

Other Supplies. — ^The cost of water, lubricants, and other 
power plant and substation supplies. 

Stationert and Printino. — ^The cost of stationery and 
printing used in connection with producing power sold. 

Other Expenses. — ^The items of expense not otherwise pro- 
vided for in this account. 

Nora. — ^When o£Scen have immediate supervision over producing 
power sold and other operations, their pay, office, and other expenses, 
as also the pay, office, and other expenaoB of their assistants, derks, and 
office attendants, shall be equitably apportioned to the accounts appro- 
I>riate to the operations over which they have supervision. 

446. OTHER MISCELLANEOUS OPERATIONS. 

This account shall include the operations of facilities such as 
cold-storage plants; coal-storage plants; cotton-compress plants; 
wood-preserving plants; ice-supply plants, etc., when the cost 
of the facilities is includible in the road and equipment accounts 
and they are operated for the benefit of the carrier and others. 
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The proportion assignable to the commercial operations aoify 
shall be included in this account. 

NoTB. — ^When oflScers have immediate supervision oyer other m]»- 
cellaneous service and other operations, their pay, office, and other ex- 
penses, as also the pay, office, and other expenses of their assistants, 
clerks, and office attendants, shall be equitably apportioned to the ac- 
counts appropriate to the operations over which they have supervision. 

Vn. GENERAL. 

The primary accounts included in this general account are 
designed to show the expenses incurred of a general character 
not chargeable to the preceding general accounts, such as those 
for general administration and accounting, and those of the 
financial, law, real estate, tax, and claim departments. 

The accounts for general expenses shall be kept in such man- 
ner as to show separately, by primary accoimts, the expenses 
directly assignable to water-line operations. 

NoTS. — Directly assignable organisation and administration expenses 
incident to investments in leased or nonoperating physical property, and 
in stocks, bonds, and other securities, are chargeable to income account 
No. 549, "Maintenance of investment organisation." 

451. SALARIES AND EXPENSES OF GENERAL OF- 
FICERS. 

This account shall include: 

Salaries. — ^The pay of all general officers not otherwise pro- 
vided for, including salaries and fees of receivers and commis- 
sions paid to general officers in lieu of salaries. 

LIST OF OFFICERS 

(See special instructions, section 22) 

Chairman of the board. General auditor. 

President. Auditor. 

Assistant to president. Assistant auditor. 

Vice president. Auditor of revenues. 

Assistant to vice president. Auditor of passenger accounts. 

Secretary. Assistant auditor of passenger ac- 

Assistant secretary. counts. 

Transfer agent. Auditor of freight accounts. 

Treasurer. Assistant auditor of freight ac- 

Assistant treasurer. counts. 

Local treasurer. Auditor of station accounts. 

Comptroller. Auditor of disbursements. 

Assistant comptroller. Assistant auditor of disbursements. 
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Auditor of miaoeUaneous accounts. 
Assistant auditor of miscellaneous 

accounts. 
Auditor of coal and coke accounts. 
Freight claim agent. 



Assistant freight claim agent. 
General accountant. 
Real-estate agent. 
Assistant real-estate agent. 
Tax commissioner. 



Expenses. — ^The traveling and other expenses of officers 
whose pay is included in this account, including supplies for 
business cars used by them, cost of running official trains for 
them, and cost of membership fees and dues in railway and other 
associations. 

Note A. — ^When oflSoers' duties are restricted to a single department, 
their salaries and expenses shall be charged to that department in the 
accounts for superintendence or for law expenses, as may bo appropriate. 
When officers have immediate supervision over more than one operating 
department, their salaries and expenses shall be apportioned equally 
among the departments over which they have jurisdiction. 

NoTB B. — ^The pay and expenses of the purchasing agent, assistant 
purchasing agent, assistant to purchasing agent, general storekeeper, 
division storekeeper, their clerks and attendants, shall be charged through 
clearing accounts "Material store expenses" and "Stationery store ex- 
penses," or material account "Fuel," as may be appropriate. 

452. SALARIES AND EXPENSES OF CLERKS AND AT- 
TENDANTS. , 

This account shall include the pay and expenses of clerks and 
attendants of the officers whose salaries are includible in ac- 
count No. 451, ''Salaries and expenses of general officers." 

Pat of Clerks. — ^The pay of persons employed in accounling 
and clerical service. 



LIST OF KMPLOTBB8 

(See special instructions, section 22) 



Cashiers. 

Chief accountants. 

Chief clerks. 

Clerks. 

Inspectors. 

Mail clerks. 

Paymasters. 



Postmasters. 
Route agents. 
Special agents. 
Stenographers. 
Ticket receivers. 
Traveling accountants. 
Traveling auditors. 



Pat of Attendants. — ^The pay of persons employed in at- 
tendance at general offices and on business cars. 
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(See 

Bank messrasen. 

Chauffeun. 

Cleanen. 

Ckwks. 

Driven of service wagons. 

Elevator operators. 

Engineers. 

Firemen. 

Janitors. 

Messengers. 



UBT OF mPLOTBIS 

instructions, section 22) 

Porters. 
Pump men. 
Stablemen. 
Superintendent of 

building. 
Telegraph operators. 
Telephone operators. 
Ushers. 
Waiters. 
Watchmen. 



Expenses. — The traveling and other expenses of employees 
designated above, including the cost of supplies for business 
cars and cost of running official trains for them. 

453. GENERAL OFFICE SUPPLIES AND EXPENSES. 

This accoimt shall include the office expenses of officers desig- 
nated in account No. 451, ''Salaries and expenses of general 
officers.'' 

XTBMB OF ■ZPBNSa AND aUPPUXS 

(See special instnictions, section 22) 

Local messenger service. 
Periodicals and newspapers. 
Rent of general offices. 
Rent of tabulating machines. 
Repairs of rented general offices. 
Reports of commercial standings. 
Service of automobiles. 
Telegraph service. 
Telephone service. 
Watchmen service. 



Alterations of partitions and fix- 
tures in general offices. 
Atlases and maps. 
Books for office use. 
Cable tolls. 
Cleaning. 
Express charges. 
Furniture repairs and renewals. 
Heating. 
Horse keep. 
Lighting. 



Note. — The proportion of general office expenses occasioned by the 
law department shall be included in account No. 454, "Law expenses.'* 

454. LAW EXPENSES. 

This account shall include the pay and the office and other 
expenses, when not provided for elsewhere, of officers and em- 
ployees of the law department, the cost of suits, and the pay- 
ments of special law fees. 
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UBT OF OmCBBS AND SICPLOTIBB 

(See spedal instruotioiis, section 22) 



General counsel. 
General solicitor. 
Assistant counsel. 
Solicitor. 

Commerce counsel. 
Commerce agent. 
Special counsel. 



Statutory attorney. 

Attorney. 

Counsel. 

Law agent. 

Clerks. 

Office attendants. 



rrEMS OF axpBNBa and suppubs 
(See special instructions, section 22) 



Arbitrators' services in settlement 
of disputed questions. 

Coet of taking depositions. 

Cost of testimony. 

Cost of suits. 

Ck>urt bonds. 

Court expenses. 

Drawing and recording agree- 
ments as to trackage rights, etc. 

Express charges. 

Fees and retainers of attorneys 
(not regular employees). 

Law books. 

Legal forms. 

Legal reports. 

Membership fees and dues in as- 
sociations to protect carriers 



against litigation in respect to 
patents. 

Membership fees and dues in law 
associations. 

Notarial fees not provided for 
elsewhere. 

Office expenses. 

Printing of briefs, testimony, and 
reports. 

Proportion of general office ex- 
penses. 

Rent of offices. 

Special fees. 

Telegraph service. 

Telephone service. 

Traveling expenses. 

Witness fees not provided for else- 
where. 



455. INSURANCE. 

This account shall include premiums, except reinsurance 
premiums, for insuring the carrier against loss, through in- 
juries to persons or damage to or destruction or loss of property, 
whether caused by fire, accident, or other cause, when such loss 
to the carrier would be chargeable to general account VII, 
General; also premiums on fidelity bonds of officers and em- 
ployees whose pay is chargeable to general account VII, General. 
(See special instructions, section 18.) 

Nora. — ^The premiums paid by the carrier to its insurance fund shall 
bo credited to an insurance account, to which account shall be charged 
the amount of all claims for injuries to persons and damages to the prop- 
erty covered by its insurance. To such account shaU also be charged 
all reinsurance premiums paid to insurance companies, and to it shall 
be credited all amounts recovered. from insurance com|>aniee for dam- 
age to the property reinsured by theia« 
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456. RELIEF DEPARTMENT EXPENSES. 

This account shall include salaries and exp&aaes incorred in 
connection with conducting relief departments; also oontribu- 
tions to such departments. 

457. PENSIONS. 

This account shaU include pensions or gratuities paid out of 
the carrier's funds to retired employees or their heirs and the 
expenses solely in connection therewith. 

458. STATIONERY AND PRINTING. 

This account shall include the cost of stationery and printing 
used in general offices and not chargeable to other accounts, 
including the cost of printing annual reports, contracts, leases, 
stock certificates, and passes. 

BTATIOirBRT AND PBOfTINO TTtMB 

(See spedal instructions, section 22) 



Adding machines. 

AddresBographs and supplies. 

Ann rests. 

Binders. 

Blank books. 

Blotters. 

Blotting paper. 

Bristol board. 

Calculating machines. 

Calendars. 

Carbon paper. 

Cardboajxi. 

Cards, blank and printed. 

Circulars. 

Computing tables. 

Copy (impression) books. 

Copying brushes. 

Copying presses. 

Crayons. 

Cyclostyles. 

Dating stamps and ribbons. 

Dictaphones. 

Dictographs. 

Drawing paper. 

Duplicators. 

Electric pens. 

Envelopes. 

Era.scTs, rubber and steel. 

Eyelet punches. 

Eyelets. 



FUe boxes, paper. 

Forms, blank and printed. 

Glass pens. 

Hectographs. 

Indexes. 

Ink for writing and drawing. 

Inkstands. 

Invoice books. 

Legal cap paper. 

Letter paper. 

Manifold paper. 

Manifold pens. 

Mimeographs. 

Mucilage. 

Mucilage brushes. 

Neostyles. 

Note paper. 

Notices. 

Numbering stamps. 

Oil paper. 

Paper. 

Paper baskets. 

Paper clips. 

Paper cutters. 

Paper fasteners. 

Paper files. 

Paper weights. 

Papyrographs. 

Parchment paper. 
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Pfty cheeks. 
Pencil sharpenera. 
Pencils for writing and drawing. 
Penholders. 
Penraoks. 

Pens for writing and drawing. 
Phonographs and records. 
Pins. 
Postage. 

Punches (not conductors' or bag- 
gagemen's). 
Rubber bands. 
Rubber stamps. 
Rulers. 
Ruling pens. 
Scrapbooks. 
Sealing wax. 

Shears. 
Shipping tags. 



Shorthand notebooks. 

Sponge cups. 

Sponges. 

Stamps. 

Stamps, impression. 

Stylographs. 

Tablets, blank and printed. 

Tape. 

Telegraph blanks. 

Tissue (impression) paper. 

Tracing doth. 

Tracing paper. 

Twine. 

T ypewri ters and ribbons. 

Wage tables. 

Wastebaskets. 

Water colors. 

Water holders. 

Wrapping paper. 

Wringers for oopjring presses. 



NoTB A. — ^The cost of printing briefs, legal forms, testimony, reports, 
etc., for the law department is chargeable to account No. 454, "Law 
expenses.** 

NoTS B. — The cost of printing bonds, etc., in connection with the 
carriers' funded debt shall be included in balance-sheet account No. 725, 
"Discount on funded debt." 

459. VALUATION EXPENSES. 

This account shall include expenses incident to the ascertain- 
ment (in accordance with the Act to Regulate Commerce as 
amended March 1, 1913, or with other Federal or State require- 
ments) of the value of property owned or used by the carrier, 
such expenses including pay, and office, traveling, and other 
expenses of officers specially employed or assigned to such 
work, and of their assistants, clerks, and attendants, and the 
cost of stationery and printing, and of engineering supplies 
consumed. 

Note. — No charge shall be made to this account for the salaries of 
officers or of their clerks and attendants for incidental services in connec- 
tion with valuation work; but special office, clerical, traveling, and in- 
cidental expenses incurred by these officers on account of such work 
shall be included as a part of the cost of the work. 

460. OTHER EXPENSES. 

This account shall include incidental general expenses which 
^u:e not properly chargeable to any of the foregoing accounts. 
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or 

(See qpedal iiwtnietioni. eeeCioo 28) 
Coat of drmping baSdmci. 



Coet of pobUefams annaal reports in new^wpen, and oliMr eorpmle 
and fjimnrial notieee of ceoenU dianefeer. 

Cost of pobUefams notioeB of stoekhoktenr meeHni and of e je c t i o n of 
dtrecton. 

Donetiooe on eeeoimt of cateetropbei, epidemioi. ele. 

Donetiooe to locel fire depertments. 

Donetiooe to T. M. C. A., and amilar institutaone. 

Kifihenge on eheelcB eaflfaed or depoated. 

Rifihengft on drafts bought. 

Fees and egpensw paid to direoton and trustees. 

Loss through payment of wages to a wrong person. 

PenaltMB ■■mespil for nonpayment of claims for overchargea. 



461. GENERAL JOINT FACILmES— DR. 

This account shall include the carrier's proportions of general 
expenses incurred by others incident to maintaining and operat- 
ing tracks, yanis, tenninals, and other facilities used jointfy. 

Nois. — The purpose of this account is to show the amount aecming 
against the carrier for its proportion of the expense of general administra- 
tion of tracks, yards, terminals, and other facilities administered hy 
others, and in the joint use of iHiich the carrier partidpales. (See 
instructions, section 9.) 



462. GENERAL JOINT FACILrnE&-CR. 

This account shall include amounts chargeable to others as 
their proportions of general expenses incurred by the carrier 
incident to maintaining and op)erating tracks, yards, terminals, 
and other facilities used jointly. 

NoTTE. — The purpose of this account is to show the amounts accruing 
in favor of the carrier and against others for their proportions of the 
expense of general administration of tracks, yards, terminals, and 
other facilities administered by the carrier, and in the joint use of which 
others participate. (See special instructions, section 9.) 

Vm. TRANSPORTATION FOR INVESTMENT-<:R. 

This account shall include fair allowances representing the 
expense to the carrier of transporting, on transportation trains, 
men engaged in and material for construction. 

Amounts credited to this account shall be concurrently charged 
to the appropriate property investment accounts. 
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CLASSIFICATION OF INCOME, PROFIT AND LOSS, 
AND GENERAL BALANCE SHEET ACCOUNTS 
PRESCRIBED BY THE INTERSTATE COM- 
MERCE COMMISSION. ISSUE OF 1914 



GENERAL INSTRUCTIONS 

The carrier's records shall be kept with sufficient par- 
ticularity to show fully the facts pertaining to all entries 
made in the accounts provided herein for Income, Profit 
and Loss, and General Balance Sheet. Where the full 
information is not recorded in the general books, the 
entries therein shall be supported by other records in 
which the full details shall be shown. Such general 
book entries shall contain sufficient reference to the 
detail records to permit ready identification, and the 
detail records shall be filed in such manner as to be readily 
accessible for examination by representatives of the Inter- 
state Conmierce Commission. 

1. When the title and definition of an income, profit and 
loss, or general balance-sheet account clearly indicate that it 
18 a summary of other accounts, it is not required that a special 
ledger account shall be kept under such a title to include the 
balances from the accounts usually kept in the ledger, but in 
such case the titles of the subaccounts in the ledger shall give 
references by numbers, titles, or both, to the income, profit 
and loss, or general balanceHsheet account prescribed herein 
of which they are subdivisions. 
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tk0t nsf0m%^ ttid tbe poraon 
* jrmA dg p rp oa aqD M tiK Mjai for 
rwyMafaiiJycafy&L^pcrricMic tyfce^^ to i^e Appropruxe 
ntd wxfmx a Lvcexie, iT'je pat^oa ayTsJz:^ repurs u> ibe 2^ 

dgf i rgg Mrt kia to the appropriaie cqmpnwnt de^svcx&^iaei AKoant 
ID Openttl&g ExpeoKs. 

HTMSk the eompesmtioo for the ise of eqaipmcnt held aader 
leMe eor^i oo]3r rent and deprecatioQ (the leasee being re- 
ipomble for tike ctment repurs) the leasor shftO *^»<:^*wiiTk^ the 
profiortkiQ of the gross rent app&able to rent and thmt sp- 
pBctt^/le to deprecifttJOQ. The feasor fliiall crafit the porlkn 
covering rent to the appropriate rent account in Income, and 
the [x>rtion cov'ering depreciation to the accrued depreciation 
nfj'JMuX for fif \mpmenX. The lessee shall charge the portion 
rx/vering rtnii to the appropriate rent account in Income, and 
the fxjrtion covering depreciation to the appropriate deprecia- 
tic/n acrxHUit in Operating Expenaes. 

When the lease provides that the lessee shall be responsible 
for the rnaint/.Tiance of the leased equipment, the lessee shall 
charge the cstimateci current depreciation to the appropriate 
dejjreeiation account in Operating Expenses, and concurrently 
credit the amounts thas charged to balance-sheet account No. 
778, "Other unadju8te<l credits." To this latter account shall 
Ixj chargr;d, to the extent of the credits therein with respect to 
the equifjment, the cf>8t of restoring the depreciation upon the 
wjuijmient, or the payments made to the lessor for the purpose 
of c^>rni>ensating for tiie loss through depreciation at the time 
tlie eciuipment is surrendered. 

When the accounting in connection with equipment held under 
latLua nuiuires, under this rule, an apportionment of the com- 
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pensation as between rent and maintenance, the lessor shall 
show the distribution of the charges upon its bills, and such 
distribution shall be adhered to by the lessee. 



INCOME ACCOUNTS 

SPECIAL INSTRUCTIONS 

Page 

1. Income accounts defined 402 

2. Delayed items 403 

3. Uncollectible revenue 403 

PRIMARY ACCOUNTS 
I. Credits: 

501. Riulway operating revenues 403 

502. Revenues from miscellaneous operations 403 

503. Hire of freight cars — Credit balance 404 

604. Rent from locomotives 404 

505. Rent from passenger-train cars 404 

506. Rent from floating equipment 405 

507. Rent from work equipment 405 

508. Joint facility rent income 405 

509. Income from lease of road 405 

510. Miscellaneous rent income 406 

511. Miscellaneous nonoperating physical property. . 407 

512. Separately operated properties — Profit 407 

513. Dividend income 407 

514. Income from funded securities 408 

515. Income from unfunded securities and accounts. 409 

516. Income from sinking and other reserve funds. . . 409 

517. Release of premiums on funded debt 409 

518. Contributions from other companies 410 

519. Miscellaneous income 410 

U. Debfis: 

531. Railway operating expenses 410 

532. Railway tax accruals 410 

533. Uncollectible railway revenues 411 
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634. ExpenseB of misodbneoas opentioiM 411 

535. Taxe8 on mh o ril a nfto qa openiliqg ji i upM i j r 411 

536. mre of freifl^t can— Debit bfthnoe 4U 

537. Rent for loeomotiveB 412 

538. Rent fw pMBonger-tnin omb 413 

530. Rent tor tkmJdng equipment 413 

540. Rent tm work equtpment 413 

541. Joint facility rente 414 

642. Rent for leeaed roads 414 

543. BfiflodlaneooB rents 415 

644. Miscellaneous tax accruals 415 

545. Separatdy operated properties— Loss 415 

546. Interest on funded debt 416 

547. Interest on unfunded ddbt 416 

548. Amortisation of discount on funded debt 417 

649. Maintenance of investment organisation 417 

560. Income transferred to other companies 418 

651. Miscellaneous income charges 418 

652. Incomeapplied to onldngandotherreserve funds 418 

553. Dividend appropriations of income 419 

554. Income appropriated for investment in physical 

property 419 

555. Stock discount extinguished through income .... 420 

556. Miscellaneous appropriations of income 420 



SPECIAL INSTRUCTIONS 

1. Income Accounts Defined. — Income accounts are those 
designed to show, as neariy as practicable, for each fiscal period, 
the total amount of money that a carrier beccnnes entitled to 
receive for services rendered, the returns accrued upon invest- 
ments, the accrued costs paid or payable for the services ren« 
dered by it, the losses sustained by it, the amounts accrued for 
taxes, for use of moneys and for use of properties of others, and 
the appropriations made from income during the period. The 
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net balance of income (or loss) shall be carried to Profit and 
Loss. 

2. Delated Items. — ^When no provisions have been made 
through entries in the accoimts of this classification for antici- 
pating delayed items chargeable or creditable to Income, and 
the amount of any such item is relatively so large that its in- 
clufflon in the accounts for a single year would seriously distort 
those accounts, the carrier, if so authorised upon application 
to the Interstate Commerce Conmiismon, shall distribute to 
Profit and Loss so much of the amoimt as may be authorised. 
The carrier, in its application to the Cknnmission, shall file the 
full particidars concerning each item and the reasons which in 
its judgment indicate the propriety of such accounting. 

Delayed itema are items representing transactions which oc- 
curred before the current year. 

3. Uncollectiblb Revenue. — ^An account is provided for 
revenue charges against individuals and companies which dur- 
ing the period for which the Income Account is stated have been 
determined to be uncollectible. This account is provided for the 
purpose of eliminating from the ledger assets of the carrier, or of 
writing down to nominal amounts in its asset accounts, items of 
revenue charges which can not be collected, such as freight 
charges for which credit has been allowed, or undercharges dis- 
covered after the freight has been delivered. 



TEXT PERTAINING TO THE INCX)ME 

ACCOUNTS 

L CREDITS. 

fiOL RAILWAY OPERATING REVENUES. 

This account shall include the total revenues derived from 
operations as shown in the accounts provided in the classifica- 
tion of operating revenues. 

602. REVENUES FROM MISCELLANEOUS OPERATIONS. 

This account shall include the total revenues derived from the 

operation of miscellaneous operating phjrsical property, such as 
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that the cost of which is includible in balanoe-«heet acooimt 
No. 705, "Miscellaneoiis physical property." 

Note. — The inoome Irom miooeUaaeous nonoperating phsrvioal prop- 
erty Bhall be included in acoount No. 611, '* NflaoeUaneouB noDoperatinc 
pbyaical property." 

503. HIBE OF FREIGHT CARS— CREDIT BALANCE. 

This account shall include the net credit balance of (1) amounts 
receivable accrued for the use of the accounting company's 
freight cars leased or interchanged, and (2) amounts payable 
accrued for the use of the freight cars of other carriers, leased 
or interchanged, and for the use of freight cars of individuab 
and companies not carriers. 



NoTB A. — If the net balance is a debit, it shall be included in aocount 
No. 636. "Hire of freight cars— Debit balance." 

NoTB B. — Rent for freight cars included in the lease of road to another 
company shall be included in aocount No. 600» "Income from lease of 
road." 

NoTB C. — Rents paid for frei^t cars used in construction work-train 
service are chargeable to the cost of the work. (See general instruc- 
tions for the classification of investment in road and equipment, sec- 
tion 4 c.) 

Note D. — A fair rent for freight cars used in construction work-train 
service shall be credited to the account "Hire of freight cars." (See 
general instructions for the classification of investment in road and 
equipment, section 4c.) 

504. RENT FROM LOCOMOTIVES. 

This 'account shall include amounts receivable accrued as 
rent for the use of the accounting company's locomotives leased 
or interchanged. 

Note A. — Rent for locomotives included in lease of road to another 
company shall be included in account No. 509, "Income from lease of 
road." 

Note B. — ^A fair rent for locomotives used in construction work-train 
service shall be credited to this account. (See general instructions for 
the classification of investment in road and equipment, section 4 c.) 

605. RENT FROM PASSENGER-TRAIN CARS. 

This account shall include amounts receivable accrued as 
rent for the use of the accounting company's passenger-train 
cars leased or interchanged. 
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Nora. — Rent for jMMflenger-train can included in leaoe of road to 
another company ehall be included in account No. 500, "Income from 
lease of road." 

606. RENT FROM FLOATING EQUIPMENT. 

This account shall include amounts receivable accrued as rent 
for the use of the accounting company's floating equipment 
leased or chartered. 

NoTB. — Rent from floating equipment included in lease of road to 
another company shall be included in account No. 509, "Income from 
lease of road." 

507. RENT FROM WORK EQUIPMENT. 

This account shall include amounts receivable accrued as 
rent for the use of the accounting company's work equipment 
leased or interchanged. 

Nora A. — Rent for work equipment included in lease of road to an- 
other company shall be included in account No. 509, ''Income from 
lease of road." 

Note B. — ^A fair rent for work equipment used in construction work- 
train service shall be credited to this account. (See general instructions 
for the classification of investment in road and equipment, section 4 c.) 

508. JOINT FACILITY RENT INCOME. 

This account shall include amounts receivable accrued for 
rent of tracks, yards, terminals, and other facilities owned or 
controlled by the accounting company and used jointly with 
other companies or individuals. 

Amounts receivable from other companies in reimbursement 
for taxes on property jointly used shall be credited to this ac- 
count. 

NoTB. — The portion of the cost of maintenance, operation, or ad- 
ministration of joint facilities recoverable from others shall be credited 
to the various joint facility accounts provided for operating expenses. 
When the compensation for the use of joint facilities is a fixed amount 
or is based upon a charge per passenger, ton, car, or other unit, it shall 
be fairly apportioned by the creditor between this account and the 
appropriate joint facility operating expense accounts. 

609. INCOME FROM LEASE OF ROAD. 

This account shall include the entire amount receivable ac- 
crued for the exclufflve use of road, tracks, or bridges (including 
equipment or other railway property covered by the contract) 
owned or controlled by the accounting company, whether pay- 
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Mb to the aooountbg oompiiiy in eadi or dMniweJ bj tlio 
IflSBee on bdialf of the acooimtiiig ocxnpany «8 intcmii OQ ftm^ 
debt» guannteed dmckndB on stoek, or otfaorwise. 

When the lenor oompany wiaiiitMiM the n»d and e qiii|ini«t 
leased, the cost of maintaining the p w ip er iy rented shall be 
chargod to this aoooimt, except that when the rent thus reoeir- 
aUe for the use of property other than equipment is relalifel|y 
small and the expense of maintenance is not wmafatJn^ the 
entire amount received may be credited to revenue aoooant 
No. 142, "Bents of buildings and other property.'' 

If, under the tenns of a lease, the defidt, or any portian of iti 
resulting faom the lessee companjr's opethlknm crif the ptt i per t y 
leased is pa3rable by the lessor company, the amoont thus pay* 
aUe shall be charged to this account by the lessor. 



Nois A. — ^When iaam on htmd prop e rty are simiiwl by the 
the sooruals of ■noh tum thiU be lootuded i& the lemir'e aooount No. 
S82, "Bsilway tax aoemala." 

NotbB. — ^If prop e rty the rent of whieh la chaivMble to aeeooBt 
No. 642, "Rent for leaaed roada," fa aublet fay the aeeonntinc company, 
the rent receivable therefor ahaU be credited to thla aeoount. 



610. MISCELLANEOUS RENT INCOME. 

This account shall include such rents of property owned and 
controlled by the accounting carrier as are not provided for in 
the foregoing accounts. 

To this account shall be charged the cost of maintenance of 
the property rented, also specific incidental expenses in connec- 
tion witii such property, such as the cost of negotiating contracts^ 
advertising for tenants, fees paid conveyancers, collectors' 
commissions, and analogous items. 

Nora A. — If property the rent of whioh ia chargeable to aoooant 
No. 543, '* MisoeUaneoua rents," ia aublet by the accounting oompany, 
the rent receivable therefor shall be credited to thia account. 

Nora B. — Taxes on property the rent of which ia creditable to thia 
account shall be charged to account No. 532, "Railway tax aoemala." 

Nora C. — ^The rent from property carried in balance-eheet account 
No. 705, '* Miacellaneoua physical property," shall not be included in 
thia account, but in account No. 511, "Miacellaneoua nonoperating 
physical property." 

NoTB D. — Rent and other income from real estate acquired for new 
lines or for additiona and betterments shaU be credited to the appropriate 
road and equipment accounta until the completion or coming into astvioe 
of the property. 



APPENDIX C 407 

611. MISCELLANEOUS NONOPEBATING PHYSICAL 

PROPERTY. 
This account shall mclude the net credit balance of the non- 
operating revenues or income from, and the expenses (including 
depreciation, but excluding taxes) of, physical property the cost 
Of which is carried in balance-sheet account No. 705, ''Mis- 
cellaneous physical property." 

Note A. — Net debit baUnoes in this aooount bIiaII be shown in red 
ink. 

Note B. — The revenues from the operation of miscellaneous operat- 
ing physical property shall be included in income account No. 602, 
" Revenues from miscellaneous operations," and the expenses of opera- 
tions shall be included in account No. 634, "Expenses of miscellaneous 
operations." 

612. SEPARATELY OPERATED PROPERTIES— PROFIT. 
This account shall include amounts receivable under the 

terms of agreements or contracts whereby the surplus resulting 
from the operation by others of properties of other companies 
having a separate corporate existence is to be paid, in whole or 
in part, to the accounting company. 

In determining the amount receivable by the accounting 
company, consideration shall be given not only to the operating 
revenues and operating expenses but also to other items of in* 
come or deduction which affect that amount. 

NoTB A. — ^The amount payable by the operating company shall be 
charged by it to account No. 650, "Income transferred to other com- 
panies." 

NoTB B, — Dividends or other returns upon securities issued by sep- 
arately operated companies, and held or controlled by the accounting 
company, shall be included in account No. 613, "Dividend income"; 
No. 614, "Income from funded securities"; No. 616, "Income from un- 
funded securities and accounts"; or No. 616, "Income from sinking and 
other reserve funds," as may be appropriate. 

613. DIVIDEND INCOME. 

This account shall include dividends declared on railway and 
other stocks, the income from which is the property of the ac- 
counting company, whether such stocks are owned by the ac- 
counting company and held in its treasury or deposited in trust, 
or are controlled through lease or otherwise. 

Dividends declared shall not be credited prior to actual ooUec- 
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tioQ unletB their paiymeDt is wtmcmMy Mrared by pMt coh 
perience, guaranty, anticipated proviriany or oQierwise. 

Accruals of guaranteed dividends may be ineliided in thk ae- 
oount if their payment is reasonably assured. 

Non A. — ^Thii Aoooimt 111111 not ineliide ondHs for dlHdtiidi oa 
■toeka iHued or MMimed fay the aeeoi m tiaf oompsny and owned bj U» 
whether pledced as colUteiBl or held in its treeeuiy, In veeial d9QsiH 
or in anldiia or other reserve fnnde. 

NoiB B. — ^Dividends on stoeks of other eompaniee held in iinld^ or 
other re s er v e funds shall be credited to eeeonnt No. 616, "Ineoma horn 
sinkxDg and other re s er v e funds." 

614. INCOME FROM FUNDED SECUUITIES. 

This account shall include interest on bonds and other funded 
securities and on dd[)enture stock of other companies, the inoome 
from which is the property of the accounting company, ^Hbether 
sudi securities are owned by the accounting ooQ^Mmy and beU 
in its treasury or deposited in trust, or are controlled through 
lease or otherwise. Interest accrued shall not be credited prior 
to actual collection unless its paiyment is reasonably assured by 
past experience, guaranty, anticipated provision, or otherwise. 

At the option of the accounting company there may be in- 
cluded each year in this account the portion, applicable to the 
fiscal period, of the amount requisite to exiingiush, during the 
interval between the date of acquisition and the date of ma- 
turity, the discount or premium on funded securities of other 
companies owned. Amounts thus credited or charged shall be 
concurrently charged or credited to the account in which the 
cost of the securities is carried. 

Note A. — ^The tenn funded aecwrUiea as here used meaos aU unmatured 
bonds, notes, and other evidences of indebtedness (except open acoounts 
for advances) none of which by the tenns of the creation of the debt 
matures until more than one year after the date of such creation, pro- 
vided that in case of an obligation maturing serially, such as car-trust 
notes, the entire amount shall be included in funded securities if any 
portion of the obligation matures later than one year after date of issue. 

NoTB B. — This account shall not include interest on funded securities 
issued or assumed by the accounting company and owned by it, whether 
pledged as collateral or held in its treasury, in special deposits, or in 
sinking or other reserve funds. 

NoTB C. — Interest on funded securities of other companies held in 
sinking or other reserve funds shall be included in account No. 610, 
"Income from sinking and other reeerve funds." 
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Note D. — Interest accruing after maturity on any securities not in 
sinking or other reserve funds shall be included in account No. 616, 
"Income from unfunded securities and accounts." 

515. INCOME FROM UNFUNDED SECURITIES AND 

ACCOUNTS. 
This account shall include interest on unfunded securities, 
notes, and other evidences of indebtedness payable on demand 
or having dates of maturity one year or less from the date of 
issue, interest on matured funded securities of other companies, 
interest on bank balances and on open accounts, and other 
analogous items, including discount on short-term notes. The 
discount on short-term notes shall be distributed, through equal 
monthly credits, over the term of the notes. 

NoTB A. — Interest on assets held in sinking and other reserve funds 
shall be included in account No. 616, "Income from sinking and other 
reserve funds." 

NoTB B. — Discount on bills for material purchased shall be credited 
to the accounts to which is charged the cost of the material with respect 
to which the discount is allowed. 

516. INCOME FROM SINKING AND OTHER RESERVE 

FUNDS. 

This account shall include the income accrued on cash, se- 
curities, and other assets (not including securities issued or as- 
sumed by the accounting company) held in sinking and other 
reserve funds. 

At the option of the accounting company there may be in- 
cluded each year in this account the portion, applicable to the 
fiscal period, of the amount requisite to extinguish, during the 
interval between the date of acquisition and the date of ma- 
turity, the discount or premium on funded securities held in 
sinking or other reserve funds. Amounts thus credited or 
charged shall be concurrently charged or credited to the account 
in which the cost of the securities la carried. 

Note. — Credits to fund reserve accounts representing income on re- 
serve funds shall be concurrently charged to account No. 662, "Income 
applied to sinking and other reserve funds.*' 

517. RELEASE OF PREMIUMS ON FUNDED DEBT. 
This account shall include, during each fiscal period, such 

proportion of the premiums on outstanding funded debt as may 
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be appUeaUe to tbe period. Thb praportioii ritfdl bo drtv- 
mined in aeoadanoe with qpedal instnietiolM for bolMMoiiBel 
acoountii eeotkm 3. 

618. CONTRIBUTIONS FROM OTHER OOMPAIIIEEL 

This aoooont shall indude amoanti received or reeeivalile 
ftOEDL other oompanies or individual^ repmeoting the vAole or 
a part of the net defieit of the aoooiintinc ectupmy vriMn, ate 
the terms of agreements or oontraetSy no oMigation for matmh 
quent reimbursement is incurred. 

In detennining the amount receivable by the aeeo uu ting cooh 
pany, conaderstion shall be given not only to the operating 
revenues and operating expensesi but also to other Hems of inr 
ccme or deduction which adOTect that amount. 

N<ns.^-Tlie uDOunt iMyable ■hall be diaieed hr ths oonliibatlas 
company to Moomit No. 64S, "Sepaiately opentad 



619. MISCELLANEOUS INCOME. 

This account shall include all items, not provided for dss- 
where, properly creditable to Income Account during the fiscal 
period. 

n. DEBITS. 

63L RAILWAY OPERATING EXPENSES. 

This account shall include the total expenses caused by opera- 
tions, as shown in the accounts provided in the clasafication d 
operating expenses. 

632. RAILWAY TAX ACCRUALS. 

This account shall include accruab for taxes of all kinds (in- 
cluding Federal income tax) relating to railway property in- 
cluding floating equipment, if any), operations, and privileges, 
whether based upon the valuation of the property, amount of 
stocks and bonds issued or outstanding, gross or net earnings, 
dividends declared, number of passengers carried, quantity of 
freight transported, length of line operated or owned, rolling 
stock operated or own:ed, or other bads. 

The taxes on leased property shall be included in this account 
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by the carrier obligated to assume such expenses under the terms 
of the lease. 

NoTB A. — Taxes on leased property paid by one party to the lease 
and chargeable to the other party to the lease shall be charged directly to 
the party bearing the expense and not included in the Income Account 
of the party first making payment. 

Note B. — Taxes on other than railway property, operations, and 
privileges, shall be charged to account No. 644, "Miscellaneous tax 
accruals," when the amount is separable from the taxes chargeable to 
this account. 

Nora C. — Special assessments for street and other improvements, 
and spedal benefit taxes, such as water taxes and the like, shall be in- 
cluded in operating exi>en8e accounts or investment accounts, as may be 
appropriate. 

Nora D. — ^Amounts received in reimbursement of taxes on property 
jointly used shall be credited to account No. 508, "Joint facility rent 
income." Amounts paid in reimbursement of such taxes shall be charged 
to account No. 541, "Joint facility rents." 

Note E. — Taxes accruing on new lines under construction or on prop- 
erty ac<iuired for the extension of existing lines or for addition or better- 
ment purposes before the facilities are opened for commercial operation 
or the property acquired becomes available for service shall be charged 
to road and equipment accounts. 

633. UNCOLLECTIBLE RAILWAY REVENUES. 

This account shall include the amount of uncollected revenue 
charges against companies and individuals representing tariff 
charges for service rendered (including not only the accounting 
carrier's revenue charges, but also charges advanced to other 
carriers) when such amounts have been, during the period for 
which the Income Account is stated, determined to be uncol- 
lectible. (See special instructions for the classification of operat- 
ing revenues, section 1.) 

Note A. — This account shall not be construed to relieve the carrier 
from its responsibility for collecting the lawfully established charges. 

NoTB B. — ^This account shall not include charges for service if it has 
not been performed in accordance with the contract and which, on that 
account, are not lawfully collectible from companies or individuals, such 
as freight charges on lost or destroyed shipments. 

634. EXPENSES OF MISCELLANEOUS OPERATIONS. 
This account shall include the total expenses caused by the 

operation of miscellaneous physical property the cost of which 
is includible in balance-sheet account No. 705, ''Miscellaneous 
physical property." 
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Non. — ^TIm iifiiMiiM of 
cttgr riisD be iiMliided in aooount No. 611, 
pbyiieal pttQMrty 



535. TAXES ON lOBCELLANEOUB OFERATINO VBOP^ 
ERTY. 
Thk aoooont shall include acemab of taaes paid or p^fiUe 
upon miacellaiieoaa operaliiig property, audi as that the eoat of 
which is jnclodible in acoount No. 705» **Miiinrilaneoaa jbpiai 
proper^. 

Nois. — TwoDm upon minndlMwiooa nonapamtina phyrieal piopaitf 
■ban be indudad in •eeotrnt No. 544. "MiwyHiiffcwM tag aoewiaU." 



536. HIRE OF FREIGHT CARS— DEBIT BALANCE. 

This account shall indude, except as jnovided for in the das- 
flification for investment in road and equipm^ity the net debit 
bahnce of (1) amounts teodvable accrued for the use of the ae- 
oounting company's frei^t cara leased or interchanged, and 
(2) amounts payable accrued for the use of the frei|^t ean of 
other earners, leased or interchanged, and for the use of freiglit 
cars of mdividuab and compames not carrieiB. (Bee geneial 
instnicticHis, section 2.) 

NoTB A. — If the net balance is a credit, it shall be included in acoount 
No. 503. **Hiro of freight care— Credit balance.*' 

Nora B. — Rent for freight cars included in the lease of road to the 
accounting company shall be included in acoount No. 542, "Rent for 
leased roads." 

Nora C. — Interest accrued on equipment obligations shall be charged 
to account No. 546, ''Interest on funded debt," or No. 547, "Interest 
on unfunded debt," as may be appropriate. 

Note D. — Rents paid for freight cars used in construction work-train 
service are chargeable to the cost of the work. (See general instruc- 
tions for the classification of investment in road and equipment, sec- 
tion 4 c) 

Nora E. — ^A fair rent for freight cars used in construction work-train 
service shall be credited to account " Hire of freight cars." (See general 
instructions for the classification of investment in road and equipment, 
section 4 o.) 

637. RENT FOR LOCOMOTIVES. 

This account shall include amounts pa3rable accrued for the 
use of the locomotives of others, leased or interchanged, except 
as provided for in the classification for investment in road and 
equipment. (See general instructions, secticm 2.) 
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Nora A. — The rent for looomotivefl included in the lease of road to 
the accounting company shall be included in account No. 542, "Rent 
for leased roads." 

NoTB B. — Interest accrued on equipment obligations shall be charged 
to account No. 546, *' Interest on funded debt," or No. 547, " Interest on 
unfunded debt," as may be appropriate. 

NoTB C. — Rent paid for locomotives used in construction work-train 
service is chargeable to the cost of the work. (See general instructions 
for the classification of investment in road and equipment, section 4 c.) 

538. RENT FOR PASSENGER-TRAIN CARS. 

This account shall include amounts payable accrued for the 
use of the passenger-train cars of others, leased or interchanged, 
and also for use of sleeping cars operated under contract ar- 
rangement, except as provided for in the classification for invest- 
ment in road and equipment. (See general instructions, sec- 
tion 2.) 

Nora A. — The rent for passenger-train cars included in the lease of 
road to the accounting company shall be included in account No. 542, 
"Rent for leased roads." 

Nora B. — Interest accrued on equipment obligations shall be charged 
to account No. 546» "Interest on funded debt/' or No. 547, "Interest on 
unfunded debt/' as may be appropriate. 

539. RENT FOR FLOATING EQUIPMENT. 

This account shall include amounts payable accrued for the 
use of the floating equipment of others, leased or chartered, ex- 
cept as provided for in the classification for investment in road 
and equipment. (See general instructions, section 2.) 

NoTB A. — The rent of floating equipment included in the lease of 
road to the accounting company shall be included in account No. 542, 
"Rent for leased roads." 

NoTB B. — Interest accrued on equipment obligations shall be charged 
to account No. 546, "Interest on funded debt," or No. 547, "Interest on 
unfunded debt," as may be appropriate. 

540. RENT FOR WORK EQUIPMENT. 

This account shall include amounts pa3rable accrued for the 
use of the work equipment of others, leased or interchanged, 
except as provided for in the classification for investment in 
road and equipment. (See general instructions, section 2.) 

NoTB A. — The rent for work equipment included in the lease of road 
to the accounting company shall be included in account No. 542, ** Rent 
for leased roads." 

NoTB B. — Interest accrued on equipment obligations shall be charged 
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to Meonnt Na M6^ ^'lalMil oo ftmdtd dibli" cr No. 6t7, " 
OB imfiiiidud debt." m auor be ■ ppropd t le. 

Non C— Rani paid to work oquipaMBl wImb iMBd in 
work-tnin Mrvioe ii diM«Mfato to the oool of the ivoik. (gm 
iMtmedone to the diedtkntfam of i n yi etuMnt in ned and 
•Botiosie.) 

Ml. JOINT FAdLTIT RENTS. 

Thk aooount shall indude amounts pijabie aoomed as leoA 
to tracks, yaids, tenninals, and other bdUtleB ownsd or oon- 
tiolled by other canien, oompames, or individiiafay and in the 
j(Hnt use of which the aocoanting company partkqiatea. 

Amounts paid or paiyable by the aooountbg company in le- 
imbursement for taaes on property jointly used shall be diaigsd 
to this account. 

Nots. — ^Tlie ooet of maliitflDanee, opeialion, or a dminia t i mthin of 
Joint facOitie^, chargBable to the aeooantinc oompany, diall be oiiazsed 
to the ▼arious joiDt fadUty aoooonta pnyrkled for c^watliig iiiiiiinaiii 
When the compenaatlon f or the uae of Joint faolUtiei la a Used amount 
or la baaed upon a ehaiie par painnyir, too, oar, or oth« unit, it ahafl 
be fairly apportiooed between thia aeeonnt and the appro pria le Joint 
iMility operatinc e a peiiae aoooonta. ThIa i^iportionnient diall be made 
by the oporating oompany. and diall be foUowed by the aeeo unti ng 
oompany. 

542. RENT FOR LEASED ROADS. 

This account shall include amounts payable accrued as rent 
for roads, tracks, or bridges (including equipment and oUier rail- 
way property covered by the contract) of other companies, held 
under lease or other agreement by the terms of which exclusive 
use and control for operating purposes are secured. The entire 
amount of rent payable by the lessee in accordance with the 
agreement shall be included in this account, whether paid to 
the lessor in cash or disbursed by the lessee, on behalf of the 
lessor, as interest on funded debt, guaranteed dividends on stock, 
or otherwise. (See general instructions, section 2.) 

Nora A. — When taxes on leased property are assumed by the leesee 
the accruals of such taxes shall be included in the lessee's aooount No. 632, 
"Railway tax accruals." 

Nora B. — If, under the terms of a lease, the deficit or any portion of 
it resulting from the lessee's operation of the property leased is payable 
by the leesor company, the amount shall be charged to aooount No. 600, 
"Income from lease of road," by the lessor and credited to thia aooount 
by the lessee. 
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N(yn C. — If property, the rent of whioh Is chargeable to this aooount, 
is sublet by the accounting company to others, the rent from the sublease 
shall be credited to account No. 509, "Income from lease of road." 

NoTB D. — Payments for the exclusive use of road and equipment main- 
tained by the lessor and used in the accounting company's operations 
(when considerable in amount and when not provided for in the classifica- 
tions of operating expenses) shall be divided into two portions: One, 
representing cost of maintenance, shall be charged to the appropriate 
maintenance accounts and the other, representing rent (amount ap- 
plicable to the investment in the property), shall be charged to this 
account. 

643. MISCELLANEOUS RENTS, 

This account shall include rents payable accrued on property 
held by the accounting company under lease or other agreement 
and not properly chargeable to any of the foregoing accounts. 

Note A. — This account shall not include rents provided for in the 
operating expense accounts. 

NoTB B. — If property, the rent of which is chargeaUe to this account, 
is sublet by the accounting company to others, the rent from the sublease 
shall be credited to account No. 510, ** Miscellaneous rent income." 

NoTB C. — ^Payments for the exclusive use of miscellaneous property 
maintained by the lessor and used by the accounting company shall be 
divided into two portions: One, representing the cost of maintenance, 
shall be charged to the appropriate operating accounts, and the other, 
rcpresentiog rent (amount applicable to the investment in the property), 
shall be charged to this account. The bill rendered by the creditor shiJl 
show the distribution of the payments as between maintenance and rent, 
and such distribution shall be adhered to by the debtor. 

644. MISCELLANEOUS TAX ACCRUALS. 

This account shall include all accruals for taxes not provided 
for elsewhere, such as taxes on securities owned, taxes on in- 
come from securities owned, and taxes on miscellaneous non- 
operating physical property the cost of which is includible in 
balance-sheet account No. 705, "Miscellaneous phyacal prop- 
erty." 

• 

NoTB A. — When the proper separation of any particular tax is not 
ascertainable the entire amount shall be included in account No. 632, 
"Railway tax accruals." 

NoTB B. — Taxes upon miscellaneous operating property shall be 
charged to account No. 535, "Taxes on miscellaneous operating prop- 
erty." 

646. SEPARATELY OPERATED PROPERTIES-LOSS. 

This account shall include amounts payable under the terms 
of agreements or contracts whereby the deficit resulting from 
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tbe q;)eratioiii by others of inopertieB of other compunim hacnng 
a separate oorpoiate extstence is to be paid, m whole or ia pait^ 
by the aoeoimtuig oompany. 

In detennmmg the amount paiyaUe by the aeooanting eeoi- 
peny, oonsideration shall be given not only to the oparating 
revalues and operating expenses, but also to other items of 
inoome or deduction which affect that amount 

Nora A. — The amount xeoeivafale by the opcfrnting eompeny rfisll be 
eredited by it to ftooount No. 61S, ■ * Contributioiis from oUmt eompenin.'* 

Nora B. — IXvidends, or other returu upon weuritiea ianied fay aep- 
siately operated companieB and held or controlled by the aooounting 
oompany ehaU not be included in this account to offeet a defidt payable, 
but in account No. 618, "Dividend income"; No. 614, "Income from 
ftmded leeuiitiea"; or No. 515, "Income from unfunded eecuritiea tad 
aocounte," as may be appropriate. 

546. INTEREST ON FUNDED DEBT. 

This account shall include the current accruals of interest on 
all classes of debt, the {Mincipal of which is includible in balance- 
sheet account No. 755, "Funded debt unmatured," or No. 757, 
''Nonnegotiable debt to aflUiated companies"; also interest 
accruals on debenture stock and cm recdver's certificates issued 
for a term of more than one year. This account shall be kept in 
such form that the interest on debenture stock, on receivers' 
certificates, and on other classes of funded debt may be shown 
separately in the annual report to the Commission. 

NoTB A. — This account shall not include charses for interest on funded 
debt obligations issued or assumed by the accouDting company and 
owned by it, whether pledged as collatcml or held in its treasury, in 
•pedal deposits, or in sinking or other reserve funds. (See account 
No. 552, "Income applied to sinking and other reserve funds.") 

Note B. — ^When funded debt is incurred for new lines or extensions, 
or for addition and betterment purposes, the accruals of interest op. such 
funded debt Gcss interest received on unexpended balances), to the date 
of completion or coming into service of the property eo acquired shaU 
be included in the road and equipment accounts. 

647. INTEREST ON UNFUNDED DEBT. 

This account shall include interest accrued on unfunded 
dept, such as short-term notes payable on demand or having 
dates of maturity one year or less from dates of issue, interest 
on receiver's certificates issued for a term of one year or less. 
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interest an matured funded securities and open accounts in- 
cluding interest on overcharge claims, discount and expense on 
demand and short-term loans, interest on receipts outstanding 
for installments paid on capital stock, and other analogous items. 
The discount on short-term notes, if of a considerable amount, 
shall be distributed, through equal monthly charges, over the 
term of the notes. 

NoTB. — ^When short-term notes or other evidences of unfunded in- 
debtedness are issued for new lines or extensions or for addition and 
betterment purposes the accrual of interest to the date of completion 
or coming into service of the property shall be included in the road and 
equipment accounts. 

648. AMORTIZATION OF DISCOUNT ON FUNDED 

DEBT. 
This account shall be charged during each fiscal period with 
the proportion of the discount and expense on funded debt 
obligations applicable to that period. This proportion shall be 
determined according to a rule the imiform application of which 
through the interval between the date of sale and the date of 
maturity will extinguish the discount and expense on funded 
debt. The charge to this account for any period must not be 
either greater or less than the proportion of the balance remidn- 
ing imamortized applicable to that period so long as any portion 
of the discount and expense remains unextinguished. (See 
special instructions for balance-sheet accounts, section 3.) 

Note. — The accounting company may, at its option, charge to profit 
and loss account No. 617, " Debt discount extinguished through surplus," 
all or any portion of the discount and expense on funded debt remaining 
at any time unextinguished. 

649. MAINTENANCE OF INVESTMENT ORGANIZA- 

TION. 
This account shall include the directly assignable organiza- 
tion and administration expenses of the accounting company 
which are incident to its investments in leased or nonoperating 
physical property, and in stocks, bonds, or other securities. 

ITEMS OF EXPENSE 

Advertising annual reports (loBSor companies only). 

Calls for bonds in aooordanoe with sinking fund provisions of mori- 
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LIlVBOIOnr I6Hi 
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GeneraL 

550. mCX)ME TRANSFERIIED TO OTBDESl C»1«PANIEB. 
This account shall mdude the whole or any portkn of the 

fausome of the aocoimtiiig company pi^rable to another flompany 
under the teims of agreements or contracts without oUigatna 
for rehnbursement. 

In detennining the amoimt pa3rable by the accounting ecoi- 
pany, conrideration shall be given not only to operating revennes 
and operating expenses, but abo to other items of income or 
deduction wluch affect that amount. 

NofB A. — ^Tha amount reoelvablo by the other oompany riiall be cnd- 
ited by it to acoount No. 512, ''Separately operated properties — ^Ptofit" 

NoTB B. — Dividends or other pasrments upon securities issued or 
assumed by the accounting company shall not be induded in Uiis aocount. 

551. MISCELLANEOUS INCOME CHARGES. 

This account shall include all items in the nature of fixed 
charges properly chargeable to Income Account for a fiscal 
period not provided for elsewhere, such as "normal" and ''addi- 
tional" income tax upon the interest on accounting company's 
funded debt when assumed by it. 

552. INCOME APPLIED TO SINKING AND OTHER RE- 

SERVE FUNDS. 
This account shall include amounts applied to abking and 
other reserve funds from income, whether definite appropriations 
from income; allotments or payments of definite amounts from 
income under the terms of mortgages, deeds of trust, or otiier 
contracts that provide for such allotments or payments; or 
accretions representing interest or other returns accrued on the 
contents of such funds and required to be retained therein. 
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Nora A. — ^The amounta oharged to this account shaQ be oonoarrently 
credited to baUnoe-sheet accounts Noe. 773, 781, 782, and 783, as may 
be appropriate.' 

NoTB B. — Similar appropriations made from surplus shall be charged 
to profit and loss account No. 013, ** Surplus applied to sinking and 
other reserve funds." 

653. DIVIDEND APPROPRIATIONS OF INCOME. 

This account shall include amounts definitely declared pay- 
able from the income of the fiscal period, as dividends on ac- 
tually outstanding capital stock issued or assumed by the ac- 
counting company, other than debenture stock. (See definition 
of the several classes of capital stock in balance-sheet account 
No. 751, "Capital stock.") If a dividend is not payable in cash 
the consideration shall be described in the entry with sufiident 
particularity to identify it. 

This account shall be subdivided so as to show separately the 
dividends on the various subclasses of capital stock. 

NoTB A. — Interest accrued on debenture stock shall be charged to 
account No. 546, "Interest on funded debt." 

NoTB B. — This account shall not include charges for dividends on 
capital stock issued or assumed by the accounting company and owned 
by it, whether pledged as collateral, or held in its treasury, in special 
deposits, or in sinking or other reserve funds. (See account No. 552, 
"Income applied to wnlring and other reserve funds.*') 

NoTB C. — This account shall be used when the appropriations are 
definitely made chargeable to Income. Similar appropriations made 
from surplus shall be charged to profit and loss account No. 614, "Divi- 
dend appropriations of surplus." 

554. INCOME APPROPRIATED FOR INVESTMENT IN 
PHYSICAL PROPERTY. 

This account shall include amounts definitely appropriated 
from income to be applied for the construction or acquisition of 
new lines and extensions and of additions to and betterments of 
property the cost of which is chargeable to road and equipment 
accounts or applied for the construction or acquisition of prop- 
erty the cost of which is includible in balance-sheet account 
No. 705, "Miscellaneous physical property." 

Records of the accounting carrier shall be so kept that the 
appropriations charged to this account for any fiscal period may 
be distinguished as relating to (a) amounts expended during 
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preceding fiscal periode, (b) amounts expended during the cop* 
rent fiscal poiod, and (e) amounts held in reserve. 

The records shall also show sepamtely approptiatioDS for 
investment in road and equipment and for investment in mi»- 
oellaneous physical property. 

Nora A. — Similar apjHopriationi made from smplui duUl be diaised 
to iKofit and loas aeoouot No. 616, "Smplut apptopiiatad for iaTeaCmeBt 
in phytacsl property." 

Noxs B. — ^liie amount* cheriBed to thit aoeoimt ■haU be oonourfently 
credited to beUnoe-eheftt aooount No. 779, "Additions to pitip ett j 
throoi^ inoome and eurpluB," to No. 782, '* Misoellaneous fond reeer^m," 
or to No. 783, "Appropriated aiuplua not spedfieally invested," as may 
be appropriate. 

665. ST0C3K DISCOUNT EXTINGUISHED THROUGH 
INCOME. 
This account shall include amounts d^nitely appropriated 
from income to reduce or extinguish the amount (rf disoount on 
eaintal stock issued by the accounting company. (See balance- 
sheet account No. 724, "Discount on ci^pital stock.''} 

Noxs. — Similar appropriations made from surplus shall be charaed 
to profit and loss account No. 616, *' Stock disoount extinguished throush 
surplus." 



656. MISCELLANEOUS APPROPRIATIONS OF INCOME. 
Except as provided in account No. 552, "Income applied to 
onking and other reserve funds/' this account shall include 
amounts definitely appropriated from income for the discharge 
of the principal (less the discount, if any, suffered at the time of 
sale) of any indebtedness incurred in the acquisition or improve- 
ment of property carried in the road and equipment accounts; 
also amounts similarly appropriated to provide a reserve for 
doubtful accounts, and for other purposes not provided for else- 
where. 

NoTB. — Similar appropriations made from surplus shall bo oharged 
to profit and loss acoount No. 618, '* Misoellaneous appropriations of 
surplus." 
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1. Pboftt and Loss Accounts Defined. — Profit and loss 
accounts are those designed to show the changes in the corporate 
surplus or deficit during each fiscal period, as effected by the 
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my uHpcMnMn oi im pranv intiw sowij s* iM 0|wim ct w0 
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or loom not prcmdad for d aBw h are; mod to Aow aho Urn 
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2. DnjLTBD Itbmb.— When no p ro v h k M ha^e 
tfaroui^ entries in the operating foveuuei opanting 
other income aceotmta far antidpalingdelaafBditcmadiaig|i«hh 
or creditable thereto, and the amoont of aoy aiieh item k nh- 
tivety BD laige that ito inchirion in the aeeoanta for > anije year 
ivould aerioudy distort those aeeoantSi the eanier, when so 
anthoriaed iqwniypli c ation to the Intttstate C omm a i ee Oom- 
miariaoy aiiaU distribute to Phifit and Loas so mndbi of the aa^^ 
as may be aothorised. The appBcation to the Onmniia aan far 
esBoeptional accoonting for delayed itema Aall |^ fbD par- 
ticnlan coooeniing eadi item and the wiawnna iriiieh, in Iks 
carrier's ludsment. indiffatft the need far n mwinial •^wM Mmiiii * 
rule. 

Delayed items are items representing transactions wludi oc- 
curred before the current fiscal year. 



TEXT PERTAINING TO PROFIT AND LOSS 

ACCOUNTS 

I. CREDITS. 

601. CREDIT BALANCE (AT BEGINNING OF FISCAL 

PERIOD). 
This account shall include the net credit balance in the Profit 
and Loss Account at the beginning of the fiscal period. 

602. CREDIT BALANCE TRANSFERRED FROM IN- 

COME. 
This account shall show the net credit balance brou^t for- 
ward from the Income Account for the fiscal period. 
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603. PROFIT ON ROAD AND EQUIPMENT SOLD. 

This account shall include the proceeds from the sale of road 
and equipment property in excess of the amount at which such 
property was carried in the property account at the time of sale. 

604. DELAYED INCOME CREDITS. 

This account shall include relatively large credits relating to 
operating revenue, operating expense, and other income ac- 
counts of previous fiscal periods. 

This account shall be used only after permission of the Inter- 
state Commerce Commission has been obtained. (See section 3 
of the general instructions for the classification of operating 
revenues and operating expenses, section 2 of the special instruc- 
tions for income accounts, and section 2 of the special instruc- 
tions for this classification.) 

NoTB. — Except as provided for above, delayed items relating to 
operating revenue, operating expense, and other income items shall be 
included in the appropriate revenue, expense, or other income accounts 
for the fiscal period in which the audit of the items occurs. 

605. UNREFUNDABLE OVERCHARGES. 

This account shall include the amount of revenue overcharges 
which are determined during the current fiscal period to be un- 
ref undable. (See section 1 of special instructions for the classifi- 
cation of operating revenues.) 

606. DONATIONS. 

This account shall include amounts, creditable to surplus, of 
cash or its equivalent in estimated value at the time of acquisi- 
tion of lands or other property donated by individuals or com- 
panies for the construction or acquisition of property. It shall 
also include donations made by individuals and companies in 
connection with the construction of new lines for the purpose of 
compensating the carrier for loss anticipated during the early 
period of operation. 

Any advances made by individuals or companies with ab- 
solute or conditional provision for partial or complete reim- 
bursement shall not be considered a donation prior to the ful- 
fillment of all conditions, and then only to the extent to which 
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the liability for reimbursement is nullified or neg ati ved. Friar 
to such determinalion the amounts received shall be credited in 
balanceniheet account No. 778, "Other unadjusted credits." 

Note. — Donatioiis made by States, municipalities, and other pablie 
corporations as their contributions toiraid the constructioo or aequiB- 
tion of property shall be included in balance-sheet account No. 754, 
"Grants in aid of construction." 

607. MISCELLANEOUS CREDITS. 

This account shall include amounts, not provided for dse- 
where, transferred from other accounts to Profit and Loss, and 
amounts representing increases of resources not properly as- 
signable to the income accounts^ Among the items which shall 
be included in this account are — 

Adjustments or cancellations of balance-sheet accounts, 

Cancellation of balance-sheet accounts representing unclaimed 
wages and vouchered accounts written off because of carrier's 
inability to locate the creditor, 

Profit derived from the sale of investment securities. 

Profit derived from the sale of property carried in balance- 
sheet account No. 705, '* Miscellaneous physical property," 

Credits resulting from adjustments required to bring to par 
securities issued or assumed by the accounting company and 
reacquired at a cost less than the par value, 

Premiums on capital stock at the time of its reacquirement 
[see special instructions for balance-sheet accounts, section 2), 

Unreleased premiums on funded debt reacquired before ma- 
turity (see special instructions for balance-sheet accounts, 
.section 3), 

Collections of old accounts previously written off. 

NoTB. — Revenue overcharges when determined to be unrefundable 
shall be credited to account No. 605, ** Unrefundable overcharges." 

n. DEBITS. 

611. DEBIT BALANCE (AT BEGINNING OF FISCAL 
PERIOD). 
This account shall include the debit balance in the Profit and 
Loss Account at the beginning of the fiscal period. 
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612. DEBIT BALANCE TRANSFERRED FROM INCOME. 
This account shall show the net debit balance brought forward 

from the Income Account for the fiscal period. 

613. SURPLUS APPLIED TO SINKING AND OTHER RE- 

SERVE FUNDS. 
This account shall include amounts definitely appropriated 
from surplus and applied to sinking and other reserve funds; 
and allotments or payments of definite amounts from surplus 
into sinking and other reserve funds under the terms of mort- 
gages, deeds of trust, or other contracts that provide for such 
allotments or payments. 

NoTB A. — ^The amounts charged to this account shall be concurrently 
credited to the appropriate balance-sheet accounts. 

Note B. — Similar appropriations made from income shall be charged 
to income account No. 662, "Income applied to sinking and other re- 
serve funds." 

614. DIVIDEND APPROPRIATIONS OF SURPLUS. 
This account shall include amounts definitely declared payable 

from surplus as dividends on actually outstanding capital stock 
issued or assumed by the accounting company, other than de- 
benture stock. (See definition of the several classes of capital 
stock in balance-sheet account No. 751, "Capital stock.'') If 
a dividend is not payable in cash the consideration shall be 
described in the entry with sufficient particularity to identify it. 
This account shall be subdivided so as to show separately the 
dividends on the various subclasses of capital stock. 

NoTB A. — Interest accrued on debenture stock shall be charged to 
income account No. 646, ** Interest on funded debt." 

Nora B. — This account shall not include charges for dividends on 
capital stock issued or assumed by the accounting company and owned 
by it, whether pledged as collateral or held in its treasury, in special 
deposits, or in sinking or other reserve funds. (See account No. 613, 
"Surplus applied to sinking and other reserve funds.*') 

NoTB C. — Similar appropriations made from income shaU be charged 
to income account No. 663, "Dividend appropriations of income." 

615. SURPLUS APPROPRIATED FOR INVESTMENT IN 

PHYSICAL PROPERTY. 
This account shall include amounts definitely appropriated 
from surplus, to be applied for the construction or acquisition 
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of new lines and eztendons and of additions to and bettennenta 
€i property the cost of which is includible in the road and equip- 
ment accounts or applied for the construction^ acquiaitiony or 
improvement of property the cost of which is includible in 
balance-sheet account No. 705, "Miscellaneous physical pn^ 
erty/' and also the amount of donations in aid of oonstructioQ, 
made by individuals and companies, not subject to distribution 
as dividends. 

Records of the accounting carrier shall be so kept that the 
appropriations charged to this account for any fiscal period may 
be distinguished as relating to (a) amounts expended during 
preceding fiscal periods, (6) amounts expended during the cur- 
rent fiscal period, and (c) amounts held in reserve. 

NoTB A. — Similar appropriationB made from inoome shall be charged 
to inoome account No. 554, "Inoome appropriated for investment in 
physical property.'* 

Nora B. — The amounts charged to this account shall be ooncurrently 
credited to balance-sheet account No. 779, "Additions to property 
through income and surplus/' to No. 782, " Miscellaneous fund reaenres," 
or to No. 783, "Appropriated surplus not spedfioally invested," as may 
be appropriate. 

616. STOCK DISCOUNT EXTINGUISHED THROUGH 

SURPLUS. 
This account shall include amounts definitely appropriated 
from surplus to reduce or extinguish the amount of discount on 
capital stock issued by the accounting company. (See special 
instructions for balance-sheet accounts, section 2.) 

Note. — Similar appropriations made from income shaU be charged to 
income account No. 555, "Stock discount extinguished through income." 

617. DEBT DISCOUNT EXTINGUISHED THROUGH 

SURPLUS. 
This account shall include appropriations of surplus made, 
at the option of the accounting company, to reduce or extinguish 
the discount and expense on funded debt. (See income account 
No. 548, "Amortization of discount on funded debt," and 
balance-sheet account No. 725, "Discount on funded debt.") 

618. MISCELLANEOUS APPROPRIATIONS OF SURPLUS. 
This account shall include amounts definitely appropriated 

from surplus to provide a reserve for doubtful accounts and, 
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except as provided in account No. 613, "Surplus applied to 
sinking and other reserve funds/' for the discharge of tiie prin- 
cipal (less the discount, if any, suffered at the time of sale) of 
any indebtedness incurred in the acquisition or improvement of 
property carried in the road and equipment accounts; also 
other amounts appropriated from surplus and not provided for 
elsewhere. 



NoTB. — Similar appropriatioiiB from income shall be charged to in- 
come account No. 556, " Miscellaneous appropriations of income.* 



ft 



619. LOSS ON RETIRED ROAD AND EQUIPMENT. 

This account shall include charges to Profit and Loss as pro- 
vided for in the classification of investment in road and equip- 
ment, on account of (1) road which has been abandoned, sold, 
or otherwise retired; and (2) equipment which has been aban- 
doned, sold, or otherwise retired. (See general instructions, 
section 8, and general account II, Equipment, in the classifica- 
tion of investment in road and equipment.) 

620. DELAYED INCOME DEBITS. 

This account shall include relatively large debits relating to 
operating revenue, operating expense, and other income ac- 
coimts of previous fiscal periods. 

This account shall be used only after permission of the Inter- 
state Commerce Commission has been obtained. (See section 3 
of the general instructions for the classification of operating 
revenues and operating expenses, section 2 of the special instruc- 
tions for the income accounts, and section 2 of the special instruc- 
tions for this classification.) 

NoTB A. — Except as provided above, delayed items relating to operat- 
ing revenue, operating expense, and other income items shall be included 
in the appropriate revenue, expense, or other income account for the 
fiscal period in which the audit of the items occurs. 

Note B. — All entries in this account shall be made in such detail as 
wiU indicate the operating revenue, operating expense, or other income 
accounts to which they relate. 

621. MISCELLANEOUS DEBITS. 

This account shall include amounts, not provided for else- 
where, chargeable to Profit and Loss from other accounts, 
amounts written off in consequence of adjustments, and pay- 
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ments not properly chargeable to the income accounts. Among 
the items which shall be charged to this account are — 

Adjustments or cancellations of balance-sheet accounts. 

Losses or deficits not properly chargeable to InccHne, such as 
uncollectible bills (other than bills covering revenue charges) for 
which no reserve has been provided, 

Losses resulting from the sale of investment securities^ 

Losses resulting from the sale, destruction, or abandonment 
of property carried in balance-sheet account No. 705, "Miscel- 
laneous physical property," 

Debits resulting from adjustments required to bring to par 
securities issued or assumed by the accounting company and 
reacquired at a cost exceeding the par value. 

Adjustments of the difference between the ledger value and 
estinukted value of land withdrawn from railway service and 
charged to account No. 705, " Miscellaneous physical property." 
(See general instructions in the classification of investment in 
road and equipment, section 10.) 

Discounts on stock remaining unextinguished at the time of 
its reacquirement. 

Unextinguished discounts on funded debt reacquired before 
maturity, 

Payments of old accounts previously written off, 

Penalties and fines for violation of the Act to Regulate Com- 
merce, or other Federal laws, when not specifically provided for 
elsewhere. 

Note. — Revenue charges when determined to be uncollectible shall 
be charged to income account No. 633, '* Uncollectible railway revenues." 

GENERAL BALANCE SHEET ACCOUNTS 
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SPECIAL INSTRUCTIONS 

1. Balance-sheet Accounts. — ^Balancenaheet accounts are 
those showing the assets, liabilities, and corporate surplus or 
deficit of the business. 

2. Discount and Prebiium on Capital Stock. — Ledger 
accounts shall be provided to cover the discounts and premiums 
at the sale or resale of each subclass of capital stock issued or 
assumed by the company. The total of the net debit balances 
remaining in these several accounts shall be included in account 
No. 724, "Discount on capital stock/' and the total of the 
net credit balances in account No. 753, "Premium on capital 
stock." For explanation of 8ti5clas8 see account No. 751/ 'Capital 
stock." 

By the term discount is meant the excess of the par value of 
stocks actually issued or assumed over the actual money value 
of the consideration received for such stocks. By the term 
premium is meant the excess of the actual money value of the 
oonfflderation received for stock actually issued or assumed over 
the par value of such stock. 

The term premium is not intended to include amounts re- 
cdved representing expected dividends considered to have ac- 
crued since the last dividend period in case of stocks on which 
dividends are regularly paid, nor is discount, as above defined, 
intended to be diminished by any such amount representing ex- 
pected dividends explicitly stated in the price at which the stock 
is issued. 

Entries in these accounts representing discounts shall be 
carried therein until offset (1) by premiums realized on subse- 
quent sales of the same subclass of stock, (2) by assessments 
levied on the stockholders, (3) by appropriations of income or 
surplus for that purpose, or (4) by charges to Profit and Loss 
upon reacquirement of the stock. Entries in these accounts 
representing premiums realized shall be carried therein until 
offset (1) by discounts suffered on sales of the same subclass of 
stock, or (2) by credits to Profit and Loss upon reacquirement 
<tf the stock. 
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In case the accounting company is permitted and dects to 
distribute all or any part of the net premium on its ci^ntal stodc 
to its stockholders, the amount thus distributed shall be ehaiged 
to the premium account. 

For the purpose of this classification the inemium realised 
at the sale of capital stock shall not be considered a profit 
and loss item, except upon the reaoquirement of the stock 
sold. 

In no case shall discount on capital stock be charged to or 
included in any account as a part of the cost of acquiring any 
property, tangible or intangible, or as a part of the cost of opera- 
tion. 

When stock which has been issued or assumed by the ac- 
counting company is reacquired, the difference between the 
price paid and the par value of the stock shall be credited to 
profit and loss account No. 607, ''Miscellaneous credits," or 
charged to account No. 621, "Miscellaneous debits," as may be 
appropriate. Concurrently the premium or discount account 
for the particular issue of stock reacquired shall be adjusted 
through Profit and Loss to the extent of the premium or dis- 
count applicable to the shares reacquired. In case the premium 
realized or discount suffered at the prior sale of the stock reac- 
quired has been included in an asset account other than the 
premiums and discounts account, such asset account shall be 
concurrently adjusted through Profit and Loss to the extent 
of the premium or discount previously included therein with 
respect to the shares reacquired. 

3. Discount, Expense, and Premium on Funded Debt. — 
Ledger accounts shall be provided to cover the discounts, ex- 
pense, and premiums at the sale or resale of each subclass of 
funded debt and of receiver's certificates issued for the benefit 
of or assumed by the company. For explanation of subclass 
see account No. 755, "Funded debt unmatured." 

By the term discmini is meant the excess of the par value of 
funded debt securities (of whatever kind) issued or assmned, and 
the accrued interest thereon, over the actual cash value of the 
consideration received for such securities. 

By the term preynium is meant the excess of the actual cash 
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value of the consideration received for funded debt securities 
(of whatever kind) issued or assumed over the par value of such 
securities and the accrued interest thereon. 

By the term expense is meant all expense in connection with 
the issue and sale of evidences of debt, such as fees for drafting 
mortgages and trust deeds; fees and taxes for issuing or record- 
ing mortgages and trust deeds; cost of engraving and printing 
bonds, certificates of indebtedness, and other negotiable paper 
having a life of more than one year; fees paid trustees provided 
for in mortgages and trust deeds; fees paid for legal services to 
trustees relative to mortgage securities; fees and commissions 
paid underwriters and brokers for marketing such evidences of 
debt; and other like expense. 

The total of the net debit balances remaining in these several 
accounts should be included in account No. 725, ''Discount on 
funded debt/' and the total of the net credit balances in ac- 
count No. 772, " Premium on funded debt." 

Each fiscal period there shall be charged to income account 
No. 548, ''Amortization of discount on funded debt," a propor- 
tion (based upon the ratio of such fiscal period to the remaining 
life of the respective securities reckoned from the be^nning of 
the period to the date of maturity of the debt to which the 
charges relate) of each of the debit balances in these accounts, 
and correspondingly there shall be credited to income account 
No. 517, "Release of premiums on funded debt," a similar pro- 
portion of each of the credit balances in these accounts. Carriers 
are allowed the option of extinguishing at any tune, through 
charges to Profit and Loss, all or any portion of the debit bal- 
ances remaining in any of these accounts and of deferring the 
extinguishment of credit balances until the maturity of the ob- 
ligations represented. 

When any funded debt which has been actually issued to 
bona fide holders for value is reacquired by the accountmg com- 
pany, that proportion of the balance remaming in the accounts 
containing discount, expense, and premium on funded debt for 
the subclass of the security reacquired applicable to the portion 
reacquired shall be credited or charged thereto, as may be ap- 
propriate, and concurrently charged or credited to Profit and 
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Loss. Such proportion shall be based upon the ratio of the par 
value of the security reacquired to the par value of all the securi- 
ties of the subclass actually outstandiDg inmiediatdy before such 
reacquirement. 

In case, however, the premium realised or discount suffered at 
the prior sale of the securities reacquired has been included (in 
excess of the amount authorized in the text of road and equip- 
ment account No. 76, "Interest during construction") in an 
asset account other than the premiums and discounts account, 
such asset account shall be concurrently adjusted throu^ Profit 
and Loss to the extent of such excess of the premium or discount 
previously included therein with respect to the securities re- 
acquired. 

Except as provided for in road and equipment account No. 76, 
'^ Interest during construction," no discount and expense on 
funded debt shall be charged to or included in any account as 
a part of the cost of acquiring any property, tangible or intan- 
gible, or as a part of the cost of operation. 

4. CoNTiNQENT AssETS AND LiABiuTiES. — Ck>ntingent assets 
and liabilities shall not be included in the body of the balance- 
sheet statement, but shall be shown in detail in a supplementary 
statement accompanying the balance-sheet statement. Con- 
tingent a&sets are those without value to the accounting com- 
pany until the fulfillment of conditions regarded as uncertain. 
Contingent liabilities include items which may, under certain 
conditions, become obligations of the company, but are neither 
direct nor assumed obligations on the date of the balance 
sheet. 

5. Book Value of Securities Owned. — The accounting 
company is allowed the option of carrying its investments in 
securities other than those issued or assumed by it either at 
cost or at a reasonable valuation other than cost. In recognition 
of this option the term ledger value is used in the text of the ac- 
counts representing securities owned. 

6. Income from Sinking Fund Assets. — Accrued interest 
on uninvested sinking fund cash on deposit in banks or trust 
companies, and accrued interest and other income arising from 
stocks, bonds, or other assets held in sinking and reserve funds 
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shall be credited to account No. 516, "Income from mnking and 
other reserve funds/' and when required by the mortgage or 
other provision to be held in the funds shall be charged, accord- 
ing to the character of the funds, to account No. 703, ''Sinking 
funds," or to account No. 721, "Insurance and other funds," 
and concurrently, if a reserve is required, an equal amount shall 
be charged to income account No. 552, "Income applied to 
sinking and other reserve funds" and credited to account No. 
773, "Insurance and casualty reserves," No. 781, "Sinking 
fund reserves," or No. 782, "Miscellaneous fund reserves," as 
the case may require. 

7. Current Assets. — ^In the group of accounts designated 
as current assets (accounts No. 708 to No. 719, inclusive) there 
shall not be included any item the ledger value of which is not 
reasonably assured by the known financial condition of the 
debtor. The amount of any item of a current character but of 
doubtful value shall be included in account No. 722, "Other 
deferred assets," or written off through Profit and Loss, as may 
be appropriate. If desirable to retain a record of the item in 
the balance sheet, it may be stated at a nominal value in account 
No. 722, "Other deferred assets," the difference between the 
full amount of the item and such nominal value being charged 
to Profit and Loss. 

8. Joint Liabiuties. — ^The accounting company shall state 
as a liability in its balance sheet the total par value of securities 
jointly issued by it and others, and it shall include in account 
No. 722, "Other deferred assets," the portion of such liability 
which, under the joint arrangement, it is expected will be liqui- 
dated by the other party or parties to the joint arrangement. 
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TEXT PERTAINING TO GENERAL BALANCE 

SHEET ACCOUNTS 



DEBITS. 

701. INVESTMENT IN ROAD AND EQUIPMENT. 

This account shall include the accounting company s invest- 
ment in road and equipment (including that held under contract 
for purchase) in existence at the date of the balance sheet. The 
accounting company's records shall be kept in such manner as 
to show the amount credited to this account subsequent to 
June 30, 1914, for property retired, the cost of which was in- 
cluded in the account of that date. 

Note A. — Thia account shall not include any items repreeenting titles 
to securities. 

Note B. — "V^lien any equipment is acquired under an agreement which 
provides that the cost shall be paid in installments, the cost (its money 
value at time of purchase) shall be charged to the appropriate road and 
equipment accounts at the time of its acquisition, and included in this 
account in the same manner as the cost of equipment purchased outright. 
When the par value of notes or other securities issued in payment, or 
in part payment, for such equipment is more (or leas) than the actual 
cash value of the equipment at the time of the purchase, or of the pro- 
portion to which the securities are applicable, the difference between 
the par value of the securities and the actual cash value of the equip- 
ment, or of the proportion paid for by the securities, shall be charged (or 
credited) to the proper discount and premium accounts. 

702. IMPROVEMENTS ON LEASED RAILWAY PROP- 

ERTY. 
This account shall include the accounting company's invest- 
ment in additions and betterments made by it to railway prop- 
erty held under long-term lease or through control of the cor- 
poration owning the property and in existence at the date of 
the balance sheet. The accounting company's records shall 
be kept in such manner as to show the amount credited to this 
account subsequent to June 30, 1914, for property retired, the 
cost of which was included in the account at that date. The 
amounts included in this account shall be classified in the ac- 
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counts provided in the classification for investment in road and 
equipment. 

NoTS. — ^This account shall not include any items representing tities 
to securities. 

703. SINKING FUNDS. 

This account shall include the amount of cash, the ledger 
value of live securities of other companies, and other assets 
which are held by trustees of sinking and other funds for the 
purpose of redeeming outstanding obligations, including such 
assets so held in the hands of the accounting company's treasurer 
when the assets are segregated in a distinct fund; also amounts 
deposited with such trustees on account of mortgaged property 
sold the proceeds of which are to be held for the redemption of 
securities, and the par value of live securities issued or assumed 
by the accounting company and held in such funds. A separate 
account shall be kept for each fund. The title of each such 
account shall deagnate the obligation in support of which the 
fund is created. 

NoTB. — In stating the balance sheet in the annual reports to the Com- 
mission the total amount of the funds and the par value of securities 
issued or assumed by the accounting company and held in the funds shall 
be shown in the short columns, and the net amount of the funds (total 
amount less securities issued or assumed) shall be shown in the long 
column. 

704. DEPOSITS IN LIEU OF MORTGAGED PROPERTY 

SOLD. 
This account shall include funds deposited with trustees, to be 
held until mortgaged property sold is replaced. 

Note. — In stating the balance sheet in the annual reports to the 
Commission the total amount of the funds and the par value of securi- 
ties issued or assumed by the accounting company and held in the funds 
shall be shown in the short columns, and the net amount of the fimds 
(total amount less securities issued or assumed) shall be shown in the 
longcolunm. 

705. MISCELLANEOUS PHYSICAL PROPERTY. 

This account shall include the accounting company's invest- 
ments in phydcal property other than transportation property 
asmgnable to accounts Nos. 701 and 702, including hoteb, res- 
taurants, conmiercial power plants, etc., which are entirely dis- 
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tinct from transportation property and are not opefated in 
connection with the transiK>rtation service oi the accounting 
company. 

ITEIIB OF IMVmnnBMT 

Coal and other mineB. Bfineral and timber lands. 

Commercial power plants. Rails and other tnusk material 

Hotels and restaurants. leased to others. 

Lands and buildings not used in Sawmills and other manofaetaring 

transportation operations. plants not operated in ooimee- 

Lands and other property acquired tion with tranqwrtation ■erviee. 
and held in anticipation of fu- 
ture use. 

706. INVESTMENTS IN AFFILIATED COMPANIES. 

This account shall include the ledger value of the accounting 
company's investment advances to affiliated companies^ also 
of its investment in securities issued or assumed by SEUch com- 
panies, such securities not being held in special depositB or in 
special funds. 
This account shall be subdivided: 
(a) Stocks. 
(6) Bonds. 

(c) Notes, including herein not only notes that run longer 
than one year and all notes of affiliated companies held as in- 
vestments, but also notes payable on demand or within one 
year from the date of issue when it is mutually understood 
and intended that the notes shall not be enforced as current 
assets. 

(d) Advances. 

The accounting company's record shall be kept in such manner 
that the ledger value of securities pledged as collateral security 
for any of the accounting company's funded debt or short-term 
loans and the ledger value of securities unpledged may be shown 
separately in the annual report to the Ck)nunission. 

Note A. — Accounts with affiliated companies which are subject to 
current settlemente, such as traffic and car-service balances, charges 
for material and supplies currently furnished, charges for repairs to 
equipment, etc., shall be classed as current assets or current liabilities, 
as may be appropriate. 

NoTi] B. — The term affiliated companies includes: 

1. Controlled companies, including companies solely oontroUed by 
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the aoooimting company, and also companies jointly controlled by the 
accounting company and others under a joint arrangement. 

2. Controlling companies, including both companies solely controlling 
the accounting company, and companies which Jointly control the ac- 
counting company under a joint arrangement. 

3. Cknnpanies controlled by controlled companies. 

4. Companies controlled by controlling companies. 

By eonirol is meant the ability to determine the action of a corporation. 
For the purposes of this account, the following are to be considered 
forms of control: 

(a) Right through title to securities issued or assumed to ezerdse the 
major part of the voting power in the controlled corporation. 

(6) Right through agreement of some character or through some 
source other than title to securities, to name the majority of the board 
of directors, managers, or trustees of the controlled corporation. 

(e) Right to foreclose a first lien upon all or a major part in value of 
the tangible property of the controlled corporation. 

(d) Right to secure control in consequence of advances made for con- 
struction of the operating property of the controlled corporation. 

(«) Right to control only in a specific respect the action of the con- 
trolled corporation. 

A leatehM intereat in the pro p er ty of a corporation is not to be classed 
as a form of control over the Uesor corporation. 

Sole control is that which rests in one corporation. 

Joint control is that which rests in two or more corporations and which 
is held under a joint arrangement. 

NoTB C. — The value of securities borrowed by the accounting com- 
pany and pledged shall not be included in this account. 

NoTB D. — The value of securities pledged for purposes other than 
that of security for funded debt or short-term loans shall be included 
in account No. 703, "Sinking funds," No. 704, "Deposits in lieu of 
mortgaged property sold," No. 711, "Special deposits," or No. 721, 
"Insurance and other funds," as may be appropriate. 

707. OTHER INVESTMENTS. 

This account shall include the ledger value of the accounting 
company's investment advances to nonaffiliated companies and 
to individuals, and of its investment in securities issued or as- 
sumed by such companies, such securities not being held in 
special deposits or in special funds; also miscellaneous invest- 
ment^ not provide for elsewhere. 
This account shall be subdivided: 
(a) Stocks. 
(&) Bonds. 

(c) Notes, including herein not only notes that run longer 
tlian one year and all notes of nonaffiliated companies and of 
individuals held as investments, but also notes payble on de- 
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inand or within ODe year from date of ianie wiien U is mo^^ 
imderBtood and intended that the notes diaU not be enfofoed as 
current aoocta. 

(d) Advances. 

(e) Miscellaneous. 

The accounting compan3r's records diaU be kqpt in audi 
manner that the ledger value of securities pledged as collateral 
security for any of the accounting compan3r's funded debt or 
short-teim loans and the ledger value of securities unpledged 
may be shown separately in the annual report to the Com- 
mission. 



NoTB A. — ^Aoooonta wHh nonmffiliated oompanies which are sal^eet 
to curreDt settlements, such as traffic and ca i -ee tvi oe balanoea, ehaiiei 
for materials and supplies currently furnished, charses for repain to 
equipment, etc, shall be dfisnod as current mmeta or current liabflitiss, 
as may be appropriate. 

NoTB B. — ^The term mmaffiliated eomptniM includes all oompanies 
other than thoee defined as affiliated in Note B of account No. 70ft, 
"Investments in affiliated companies." 

NoTB C. — ^The value cf securities borro w ed by the accounting com- 
pany and pledged shall not be included in this account. 

NoTB D. — The value of securities pledged for purposes other than 
that of security for funded debt or short-term loans shall be included 
in account No. 703, "Sinking funds/' No. 704, "Deposits in lieu of 
mortgaged property sold," No. 711, "Special deposits," or No. 721, 
" Insurance and other funds," as may be appropriate. 

708. CASH. 

This account shall include money, checks, sight drafts, and 
sight bills of exchange in the hands of the accounting company's 
financial officers and agents, or in transit from its agents and 
conductors for which such agenta and conductors have received 
credit. It shall also include deposits with banks and trust com- 
panies subject to check. (See special Instructions, section 7.) 

709. DEMAND LOANS AND DEPOSITS. 

This account shall include the amount of demand loans fully 
secured by stocks, bonds, and other marketable collateral, and 
of deposits with banks and trust companies when such items 
are subject to collection on demand. (See special instructions, 
section 7.) 
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710. TIME DRAFTS AND DEPOSITS. 

This account shall include the amount of time drafts recdvable 
and time deposits with banks and trust companies. (See special 
instructions, section 7.) 

711. SPECIAL DEPOSITS. 

This account shall include funds specially depoedted (other 
than in sinking funds) for the payment of dividends, interest, 
and other debts; also money and securities deposited to insure 
the performance of contracts to be performed within one year 
from the date of the balance sheet; and other deposits of a 
special nature not provided for elsewhere. (See special instruc- 
tions, section 7.) 

NoTB A. — Seourities pledged as collateral for the accounting com- 
IMuiy'a funded debt or short-term loans shall be included in accordance 
with the character of the securities pledged in accounts Nos. 700, 707 
or 720. 

NoTB B. — In stating the balance sheet in the annual reports to the 
Commission the total amount of the funds and the par value of securities 
issued or assumed by the accounting company and held in the funds 
ohaU be shown in the short columns, and the net amount of the funds 
(total amount less seourities issued or assumed) shall be shown in the 
long column. 

712. LOANS AND BILLS RECEHTABLE. 

This account shall include the book value of all collectible 
obligations in the form of demand or time loans and bills receiv- 
able, or other similar evidences (except interest coupons) of 
money recdvable within a time not exc^ding one year from 
date of issue. (See special instructions, section 7.) 

Noiv A. — This account does not include obligations which mature 
more than one year after date of issue, or demand or short-term notes 
held as investments includible in accounts Nos. 706 and 707. 

NoTB B. — Demand loans fully seciired by stocks, bonds, or other 
marketable collateral shall be included in account No. 709, "Demand 
loans and deposits." 

713. TRAFFIC AND CAR-«ERVICE BALANCES RE- 

CEHTABLE. 
This account shall include the net amount receivable from 
other companies, against each of which there is a net debit bal- 
ance in the total of the accounts representing interline freight, 
passeni^, and baggage revenues, and char^ for equipment 
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interchanged on a per diem or a mileage bada. (See special 
instructions^ section 7.) 

NoTB. — ^The amount to be entered in this aeoount is not the net 
balance between this account and account No. 759, ** Traffic and ear- 
service balances payable." 

714. NET BALANCE RECEIVABLE FROM AGENTS AND 

CONDUCTORS. 
This account shall include the net balance due in current ac- 
counts from agents, from train, sleeping car, and dining ear 
conductors, and from train collectors, train auditors, pcurters, 
and other employees and representatives charged with the coUec- 
tion or custody of current revenues. (See special instructiona, 
section 7.) 

NoTS. — Amounts advanced to genial and special agents as working 
funds shall not be included in this account, but in account No. 720, 
"Working fund advances." 

715. MISCELLANEOUS ACCOUNTS RECEIVABLE. 
This account shall include amounts due in audited accounts 

considered good, such as those due from the United States or 
other Governments for the transportation of mails and Govern- 
ment property, and from express companies for express facilities 
furnished under contract; amounts due from other carriers on 
account of freight claims paid; miscellaneous bills against other 
railway companies, corporations, firms, and individuals, and 
other similar items. (See special instructions, section 7.) 

Note. — The amount to be entered in this account is not the net 
balance between this account and account No. 761, "Miscellaneous ac- 
counts payable." 

716. MATERIAL AND SUPPLIES. 

This account shall include the balances representing the cost, 
less depreciation, if any, of all unapplied material, such as road 
and shop material, articles in process of manufacture by the 
accounting company, fuel, stationery, and dining car and other 
supplies. In determining the cost of material and supplies suit- 
able allowance shall be made for any discounts allowed in the 
purchase thereof. 

Note. — Balances representing the cost of unapplied construction 
material and supplies located at the point of use, which have been pur- 
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chaaed for projected new roads and eztenaionB, are prorided for in road 
and equipment account No. 47, *' Unapplied oonstruction material and 
Bupplies." 

717. INTEREST AND DIVIDENDS RECEIVABLE. 

This account shall include the amount of interest accrued to 
the date of the balance sheet on bonds owned and on loans made, 
the amount of dividends declared on stocks owned, and divi- 
dends accrued on such stocks when contracts reqmre that the 
dividends be paid at stated times. (See special instructions, 
section 7.) 

NoTB A. — ^No amount representing interest or dividends receivable 
shall be included in this account unless its payment is reasonably assured 
by past experience, anticipated provision, or otherwise. 

NoTB B. — No dividends or other returns on securities issued or as- 
Bumed by the accounting company shall be included in this account. 

718. RENTS RECEIVABLE. 

This account shall include rents receivable accrued to the date 
of the balance sheet under leases and not includible in account 
No. 715, "Miscellaneous accounts receivable." It is not re- 
quired that minor rents shall be accounted for upon an accrual 
basis. (See special instructions, section 7.) 

719. OTHER CURRENT ASSETS. 

This account shall include items of current assets not covered 
by accounts Nos. 708 to 718, inclusive. 

It shall include asset items that have not yet reached the stage 
of audited accounts and become classable in account No. 715, 
and yet have been advanced beyond the stage of accounts prop- 
erly classable m account No. 722. (See special instructions, 
section 7.) 

720. WORKING FUND ADVANCES. 

This account shall include amoimts advanced to general and 
special agents, and to other officers and employees, as working 
funds from which certain expenditures are to be made and ac- 
counted for. It also includes advances to fast freight lines and 
to demurrage and other bureaus. 

721. INSURANCE AND OTHER FUNDS. 

This account shall include the amount of cash and the ledger 
value of securities of other companies and other assets which ear 
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in the hands of tnistees or numagpyg of iwinBire, enqslogrea' 
penflOQ, BKWTDgi^ rdief , hospiUl, and other fimdB whidi hsve 
been raised and spedficaDy aei aade or imnesied for specific 



purp ose s not provided for dseidiere;al90 the par vahie of aecori- 
ties iamed or assumed by the accounting eompany and hdd in 
sochfunds. A separate account diaU be kept for eadi fund. 



Nora A. — fimkins fonds and spedal deposta for the 
ckHg/kUrmM are pfx>vided for in aoooonta No. 703 and No. 711« 
tMty. 

Nora B. — In atating the balance oheet In the ajuraal f q)o« ta to lbs 
Commiarion the total amount of the funds and the par value oi aeenri- 
ties iasued or a—imfiH by the acoountins company and held in the fundi 
■hall be shown in the short columns, and the net amount of the funds 
(total amount less securities issued or assumed) dudl be shown in the 
long column. 

Note C. — This account shall not include funds held by the account- 
ing company solely as trustee and in which it has no beneficial inter est . 

722. OTHER DEFERRED ASSETS. 

This account shall include items of deferred assets not covered 
by accounts No. 720 and No. 721. 

723. RENTS AND INSURANCE PREMIUMS PAID IN 

ADVANCE. 
This account shall include the balances in the accounts repre- 
senting prepaid rents chargeable to the appropriate rent accounts 
under Income as the term is consumed for which the rents are 
pwd; also insurance premiums paid in advance of their accrual, 
which premiums are to be apportioned and charged, as they 
accrue, to appropriate accounts. 

724. DISCOUNT ON CAPITAL STOCK. 

This account shall include the total of the net debit balances 
in the discount and premium accounts for the several subclasses 
of capital stock. (See special instructions, section 2.) 

725. DISCOUNT ON FUNDED DEBT. 

This account shall include the total of the net debit balances 
in the discount, expense, and premium accounts for the several 
subclasses of funded debt. (See special instructions, section 3.) 
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726. PROPERTY ABANDONED CHARGEABLE TO OP- 

ERATING EXPENSES. 

This account is intended as a suspense account, in which may 
be included amounts chargeable to Operating Expenses for fixed 
improvements abandoned directly in connection with improve- 
ment or betterment work which are relatively large and the 
inclusion of which in the carrier's accounts for a single year 
would seriously distort the accounts. It is to be used only after 
I)ennismon of the Interstate Commerce Commission has been 
asked and given. The carrier, in its application to the Commis- 
sion, shall give full particulars concerning the property retired, 
the amount chargeable to Operating Expenses, and the period 
over which, in its judgment, the amount of such charge should 
be distributed. 

For each item remaining at the close of the year in this account 
the accounting carrier sh^ indicate in its annual report to the 
Commission, with respect to each item of property abandoned, 
the period over which it is proposed to distribute the balance 
relating to the item, the date of the abandonment of the prop- 
erty, and the total amount originally to be charged to Operating 
Expenses. 

727. OTHER UNADJUSTED DEBITS. 

This account shall include the amount of debit balances in 
suspense accounts that can not be entirely cleared and disposed 
of until additional infonnation is received, such as freight cliums 
paid when found to be correct, but in advance of investigation 
with other carriers; interest paid in advance; debit balances in 
clearing accounts, such as "Shop expenses," "Store expenses," 
"Operations of gravel pits," and "Operations of quarries"; 
items credited to Operating Revenues or Operating Expenses 
on an estimate basis in accordance with general instructions for 
the classification of operating revenues and operating expenses, 
section 2; unextinguished discount on short-term notes; esti- 
mated accrued depreciation on equipment leased (see general 
instructions, section 2); unadjusted debit items not provided 
for m accounts Nos. 724, 725, and 726, and other similar items. 
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728. SECURITIES ISSUED OR ASSUMED— UNPLEDGED. 

This account shall include the par value oi securities isBued l^ 
the accounting company and the par value of securities issoed 
by other companies and assumed by the aceounting eompanyy 
that are held unpledged in the company's treasury or by its 
agents or trustees, except trustees d sinking or other similar 
funds. 

This account shall be divided into (a) Stocks, and (6) Bonds 
and other evidences of funded debt, each oi wbieh divisions shall 
be further so subdivided that in the companjr's annual repfxt 
to the Ck>nmiis8ion may be shown (1) amount nominally but not 
actually issued, and (2) amount nominally outstanding. 

NoTB A. — ^The term teeuriHeSt as used in this aooount, inchidea all 
authorised certificates of stock and evidences of indebtedness which 
have been signed, sealed, and, when required, oertified by the resistfar 
or by the trustees under the mortgage or contract, and are not short- 
term securities. By thori4erm aeeuHHea are meant those whidi are pay- 
able on demand or which mature not more than one year from date of 
issue. (See also Notes B to accounts Nos. 751 and 755.) 

NoTB B. — ^This account shall not include securities that are merely 
guaranteed. 

NoTS C. — ^This aooount shall not include any securities held in sink- 
ing and other reserve funds. 

Note D. — In the general balance-sheet statement the balance in this 
account shall be stated in the short column only. 

Note E. — When any securities have been actually issued to bona 
fide holders for value, or after issue by another company have been as- 
sumed by the accounting company, and after such issue or assumption 
are reacquired under circumstances which require that they shall not be 
treated as canceled or retired, they shall be included in this account at 
par value; the difference between the par value and the amount paid in 
reacquiring such securities shall be debited (or credited, as the case may 
be) to Profit and Loss. If such securities are subsequently pledged, they 
shall be included in account No. 729, "Securities issued or assumed — 
Pledged." (See special instructions, sections 2 and 3.) 

729. SECURITIES ISSUED OR ASSUMED— PLEDGED. 
This account shall include the par value of that portion of 

securities pledged by the accounting company as collateral se- 
curity for any of its funded debt or short-tenn loans, which con- 
sists of securities issued by the accounting company and securi- 
ties issued by other companies, the obligation for payment of 
which has been assumed by the accounting company. This ac- 
count shall be subdivided into (a) Stocks, and (6) Bonds and 
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other evidenooB of funded debt, each of which divisions shall be 
further so divided that in the company's annual report to the 
CommisBion may be shown (1) the amount nominally but not 
actually issued, and (2) the amount nominally outstanding. 

NoTB A. — ^The term seeuriHea as used in this account includes aU au- 
thorised certificates of stock and evidences of indebtedness which have 
been signed, sealed, and, when required, certified by the registrar or by 
the trustees under the mortgage or contract, and are not short-term 
securities. By thortrterm securUiea are meant those which are payable 
on demand or which mature not more than one year from date of issue. 
(See also Notes B to accounts Nos. 751 and 755.) 

Note B. — This account shall not include securities that are merely 
guaranteed. 

NoTB C. — ^This accoimt shall not include securities which have been 
borrowed by the accounting company and pledged, nor any securities 
held in sinking and other reserve funds. 

NoTB D. — In the general balance-sheet statement the balance in this 
account shall be stated in the short column only. 

NoTB E. — ^The par value of securities issued or assumed and pledged 
for purposes other than that of security for funded debt or short-term 
loans shall be shown in account No. 703, "Sinking funds'*; No. 701, 
"Deposits in lieu of mortgaged property sold," No. 711, "Special de- 
posits"; or No. 721, "Insurance and other funds," as may be appro- 
priate. 

NoTB F. — ^When any securities have been actually issued to bona 
fide holders for value, or after issue by another company have been as- 
sumed by the accounting company, and after such issue or assumption 
are reacquired under circumstances which require that they shall not be 
treated as canceled or retired, they shall be included in account Na 728, 
"Securities issued or assumed — Unpledged," at par value; the difference 
between the par value and the amount paid in reacquiring such securities 
shall be debited (or credited), as the case may be) to Profit and Loss. 
If such securities are subsequently pledged, they shall be included in 
this account. (See special instructions, sections 2 and 3.) 

CREDITS. 

761. CAPITAL STC)CK. 

This account shall include the total par value of certificates 
or receipts issued to represent permanent interests in the ac- 
counting company, or interests which, if terminable, are so only 
at the option of the company. 

The amounts included in this account shall be divided so as 
to show the par value of (1) certificates (pledged or unpledged) 
held in the company's treasury, by its agents or trustees, or 
otherwise subject to its control, including both those reacquired 
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after actual issue and those nommally but never actually laBoed; 
and (2) certificates issued and actually outstanding, being those 
not hdid by the company, its agents or trustees, or subject to 
its controL 

The amounts included herein shall be further divided as so 
to show the amount of each class of stock issued, as follows: 

(a) CoiocoN Stock. — Stocks which have no preference in 
distribution oi dividends. 

(&) Preferbed Stock. — Stocks having preference in distribu- 
tion of dividends. 

(c) Debenture Stock. — Stocks iEBued under a contract to 
pay a specified return at specified intervals. 

id) Receipts Outstanding fob Installments Paid. — ^Re- 
ceipts for payments on account of subscriptions to capital stock. 
When certificates are issued for amounts so paid, the par value 
shall be included in the account covering the class of stock for 
which the certificates are iEBued. 

Each of the above classes shall also be divided into subclasses 
according to differences in dividend or interest rights, voting 
rights, or conditions under which the securities may be retired. 

Note A. — When a general levy or assessment is made against the 
holders of capital stock, requiring the payment of any sum for the use 
of the company in addition to the consideration agreed upon at the time 
of sale, the amount collected upon such levy or assessment shall be 
credited to the discount and premium account for the subclass of stock 
on which the assessment is made. 

Note B. — For the purposes of the balance-sheet statement capital 
stock is considered to be nominally issued when certificates are signed and 
sealed and placed with the proper officer for sale and delivery, or pledged, 
or otherwise placed in some special fund of the accounting company. 
It is considered to be actually issued when it has been sold to a bona fide 
purchaser for a valuable consideration, and such purchaser holds it free 
from all control by the accounting company. All capital stock actually 
issued and not reacquired and held by or for the accounting company 
is considered to be actually oiUstandino. If reacquired by or for the 
accounting company under such circumstances as require it to be con- 
sidered as held alive and not canceled or retired, it is considered to be 
nominally outstandino- 

Note C. — In the general balance-sheet statement the total capital 
stock included in the account shall be shown in the first short column. 
The amount nominally but not actually issued and the amount nominally 
outstanding shall be shown in the second short column, and in the long 
column shall be shown the amount actually outstanding. 



APPENDIX C 440 

752. STOCK LIABILITY FOR CONVERSION. 

This account shall include the company's liability under agree- 
ments to exchange its capital stock for the outstanding securities 
of companies whose physical property has been acquired under 
such agreements, but whose securities have not yet been sur- 
rendered for exchange. 

753. PREMIUM ON CAPITAL STOCK. 

This account shall include the total of the net credit balances 
in the discount and premium accounts for the several subclasses 
of capital stock. (See special instructions, section 2.) 

754. GRANTS IN AID OF CONSTRUCTION. 

This account shall include the estimated money value at time 
of acquisition of land and other grants received from States, 
municipalities, and other public corporations as their contribu- 
tions toward the construction or acquisition of property the cost 
of which is chargeable to investment in road and equipment. 

755. FUNDED DEBT UNMATURED. 

There shall be included in this account the total par value of 
unmatured debt, maturing more than one year from date of 
issue, issued by the accounting company and not retired or can- 
celed, and the total par value of similar unmatured debt of 
other companies, the payment of which has been assumed by 
the accounting company. 

The amounts included in this account shall be divided so as 
to show the par value of (1) certificates or other evidences of 
funded debt (pledged and unpledged) held in the company's 
treasury, by its agents or trustees, or otherwise subject to its 
control, including both those reacquired after actual issue and 
those nominally but never actually issued; and (2) certificates or 
other evidences of funded debt issued and actually outstanding, 
being those not held by the company, its agents or trustees, or 
subject to its control. 

The amounts included herein shall be further divided so as to 
show the amount of each class of funded debt, as follows: 

(a) Equxfiont Obligationb. — ^Equipment bonds, equipment 
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notes, or car-trust notes secured only by lien on spedfio equip- 
ment. 

(6) Mortgage Bonds. — ^Bonds secured by lien on phjrmcal 
property and not includible in the other subdivisianB of this 
account. 

(c) Collateral Trust Bonds.— Bonds and notes seeored 
by a lien on securities or other negotiable paper; and stock trust 
certificates that are similar in character to collateral trust bonds. 

(d) Income Bonds. — Bonds which are a lien on a carrier's 
revenue alone, or bonds which, while being a lien on its property 
and franchises, can claim payment of interest only in case in- 
terest is earned. 

(e) Miscellaneous Obuqations. — ^AU funded obligations 
not provided for by the other subdivisions of this accoimt, also 
notes, unsecured certificates of indebtedness, debenture bonds, 
plain bonds, real estate mortgages executed or assumed, and 
other similar obligations maturing more than one year after date 
of issue. 

(/) Receipts Oxh^tanding for Funded Debt. — ^Receipts 
for payments on account of funded debt. When certificates are 
issued for amounts so paid, the par value shall be included in 
the account covering the class of funded debt for which the 
certificates are issued. 

Each of the above classes shall also be divided into subclasses 
according to difi'erences in mortgage or other lien or security 
therefor, rate of interest, interest dates, or date of maturity. 
Parts of any issue agreeing in other characteristics but maturing 
serially may be treated as of the same subclass. 

Note A. — Securities maturing one year or less from date of issue 
shall be included in account No. 757, *'Nonnegotiable debt to aflSliated 
companies,'* or No. 758, "Loans and bills payable," except that where 
an issue of securities maturing serially over a period of years contains 
short-term obligations such obligations may be included as funded debt. 
Matured funded debt shall be included in account No. 764, ** Funded 
debt matured unpaid." 

Note B. — For the purposes of the balance-sheet statement funded 
debt securities are considered to be nominally issued when certified by 
trustees and placed with the proper officer for sale and delivery, or 
pledged, or otherwise placed in some special fund of the accounting 
company. They are considered to be actually issued when they have 
been sold to a bona fide purchaser for a valuable consideration, and such 
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purehaaer liolds them free from all oontrol by the aooounting oompany. 
All funded debt securities actually issued and not reacquired and held 
by or for the aooounting company are considered to headiuUly ouUtand- 
ing. If reacquired by or for the accounting company under such circum- 
stances as require them to be considered as held alive and not canceled 
or retired, they are considered to be nominally outstandino* 

NoTB C. — Nonnegotiable notes having a maturity of more than one 
year after date of issue, held by affiliated companies, shall be included in 
account No. 757, "Nonnegotiable debt to affiliated companies." 

NoTB D. — In the general balance-sheet statement ttie total unma- 
tured funded debt included in the account shall be shown in the first 
ahorl column. The amount nominally but not actually issued and the 
amount nominally outstanding shall be shown in the second short column, 
and in the long column shall be shown the amount actually outstanding. 

756. RECEIVER'S CERTIFICATES. 

When any receiver acting under the orders of a coiurt is in 
possession of the property of the company and under the orders 
of such court issues evidences of indebtedness chargeable upon 
such property, the par value of such evidences shall be credited 
to this account. 

757. NONNEGOTIABLE DEBT TO AFFILIATED COM- 

PANIES. 

This account shall include the par value of nonnegotiable 
notes issued to affiliated companies, credit balances in open ac- 
counts with such companies other than credit balances in current 
accounts classable as current liabilities, and interest accrued on 
notes and open accounts included in this account, when such 
interest is not subject to current settlements. 

This account shall be divided: 

(a) Notes, including herein not only nonnegotiable notes that 
run longer than a tenn of one year, but also such notes payable 
on demand or within one year from the date of issue when it is 
mutually agreed that the notes shall not be enforced as current 
assets by the holder. 

(5) Open accounts not subject to current settlement. 

(c) Interest accrued on amounts included in this account 
when not subject to current settlements. 

NoTB A. — Accounts with affiliated companies which are subject to 
current settlements, such as traffic and caiHiervioe balances, charges 
for material and supplies currently furnished, charges for repain to 
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eqoipinfint, ete., ahtll be cliwuf! m earmt ninfi or eamnt fmhiKtiM. 
as may be ap|»opriate. 

NoTB B. — No item shall be included in this account whidi is not 
known to be the property of an affiliated company. 

NoTB C. — ^The term i^^Uioleef eompanim indudes: 

1. Controlled companies, including companies solely oootioUed by 
the accounting company, and also companies jointly controlled by the 
accounting company and others under a joint arrangement. 

2. Controlling companies, including both companies solely controlling 
the accounting company, and companies wlueb. jointly control the ac- 
counting company under a joint arrangement. 

3. Companies controlled by controUed companies. 

4. Companies controUed by controlling companies. 

By control is meant the ability to determine the action of a corpora- 
tion. For the purposes of this account, the following are to be con- 
sidered forms of control: 

(a) Right through title to securities »ued or assumed to ererdse the 
major part of the voting power in the controlled corporation. 

(6) Right throu^ agreement of some character or through some 
source other than title to securities, to name the majority of the board of 
directors, managers, or trustees of the controlled corporation. 

(c) Right to forecloee a first lien upon all or a major part in value of 
the tangible property of the controUed corporation. 

(d) Right to secure control in consequence of advances made for con- 
struction of the operating property of the controUed corporation. 

(e) Right to control only in a spedfio respect the action of the con- 
trolled corporation. 

A leasehold interett in the property of a corporation is not to be classed 
as a form of control over the lessor corporation. 

Sole control is that which rests in one corporation. 

Joint control is that which rests in two or more corporations and which 
is held under a joint arrangement. 

758. LOANS AND BILLS PAYABLE. 

This account shall include the balances representing obliga- 
tions outstanding in the form of loans and bills payable or other 
similar evidences (except interest coupons) of indebtedness pay- 
able on demand or within a time not exceeding one year from 
date of issue. 

This account shall be kept in such form that the amounts of 
notes secured by collateral, payable within one year from date 
of issue, may be reported separately in the corporation's annual 
report to the Commission. 

Note. — This account shall not include obligations which mature more 
than one year after date of issue, or demand or short-term notes issued 
to affiliated companies and includible in account No. 757, **Nonnego- 
tiable debt to affiliated companies." 
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759. TRAFFIC AND CAR-SERVICE BALANCES PAY- 

ABLE. 

This account shall include the net amount payable to other 
companies in favor of each of which there is a net credit balance 
in the total of the accounts representing interline freight, pas- 
senger, and baggage revenues, and charges for equipment inter- 
changed on a per diem or a mileage basis. 

NoTB. — ^The amount to be entered in this account is not the balance 
between this account and account No. 713, "Traffic and car-service 
baUnoes receivable.*' 

760. AUDITED ACCOUNTS AND WAGES PAYABLE. 
This account shall include the amount of audited vouchers or 

accounts and audited pay rolls unpaid on the date of the balance 
sheet. It shall include balances representing unclaimed wages 
and outstanding pay and time or discharge checks issued in 
payment of wages and all other unpaid vouchered items. 

76L MISCELLANEOUS ACCOUNTS PAYABLE. 

This account shall include outstanding drafts drawn by station 
agents, outstanding drafts drawn on the company in settlement 
of freight clidms, conductors' refund and extra-fare checks not 
presented for redemption, deposits of affiliated companies sub- 
ject to current settlement, unrefunded overcharges, and other 
items of the nature of demand liabilities not covered by accounts 
Noe. 758, 759, 760, 762, 763, and 764. 

NoTB. — ^The amount to be reported under this account is not the net 
balance between this account and account No. 715, " Bfisoellaneous ao- 
oounts receivabie." 

762. INTEREST MATURED UNPAID. 

This account shall include the amount of matured and un- 
paid interest on loans and on funded debt and recdver's certifi- 
cates, issued or assumed by the accounting company. 

Interest which matures on the first day following that for 
which the balance sheet is made shall be included in this account. 

NoTB. — ^Interest matured unpaid on nonnegotiable debt to affiliated 
companies, if not subject to current settlement, shall be included in ac- 
count No. 757, "Nooneootiable debt to affiliated companies." 
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763. DIVIDENDS MATURED UNPAID. 

This account shall include the amount of dividends payable 
on capital stock but unpaid, uncalled for, or unclaimed at the 
date of the balance sheet. 

Dividends which become payable on the first day following 
that for which the balance sheet is made shall be included in 
this account. 

764. FUNDED DEBT MATURED UNPAID. 

This account shall include the amount of funded d^ ma- 
tured and unpaid without any specific agreement for extenaon 
as to time of payment, including unpresented bonds drawn for 
redemption tlm>ugh the operation <rf dnking and ledemptioa 
fund agreements. 

765. UNMATURED DIVIDENDS DECLARED. 

This account shall include dividends declared on capital stock, 
but not payable until after the first day following ^e date of 
the balance sheet. 

766. UNMATURED INTEREST ACCRUED. 

This account shall include the amount of interest on loans and 
on funded debt and receiver's certificates issued or assimied, 
accrued to the date for which the balance sheet is made, but 
not payable until after the first day following that date. 

767. UNMATURED RENTS ACCRUED. 

This accoimt shall include rents, under leases or other agree- 
ments, accrued to the date for which the balance sheet is made, 
but not payable until after the first day following that date. 
It shall also include the amount of accrued dividends on stock 
and accrued interest on the funded debt of other companies 
when such dividends and interest are payable by the accounting 
company as all or a portion of the rent under leases or other 
agreements with those companies. 

768. OTHER CURRENT LIABILITIES. 

This account shall include items of current liabilities nol 
covered by accounts No. 758 to No. 767, inclusive. 
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769. LIABILITY FOR PROVIDENT FUNDS. 

This account shall include the ledger balances representing 
the liability of the accounting carrier for the amount of the 
assets (whether contributed by the company, by the employees, 
or by others) in the hands of its treasurer or of trustees or man- 
agers acting for it in the administration of employees' pension, 
savings, relief, hospital, and other association funds. 

NoTB A. — ^This account shall not include itema representing funds in 
which the accounting company has no beneficial interest and which it 
holds purely as trustee. 

NoTB B. — In stating the balance sheet in the annual reports to the 
Conunission, the liability for provident funds which are carried in the 
oorrent cash of the company shall be induded under current liabiiities, 
in account No. 761, "Biiscellaneous accounts payable." 

770. OTHER DEFERRED LIABILITIES. 

This account shall include items of deferred liabilities not 
covered by account No. 769; such as retained percentages due 
contractors, to be paid on completion of contracts; deposits for 
construction of side tracks, to be refunded on the basis of an 
agreed percentage of the earnings from the traffic handled over 
the tracks; and other mmilar items. 

771. TAX LIABILITY. 

This account shall include the amount of taxes accrued and 
charged against income accounts No. 532, "Railway tax ac- 
cruals"; No. 535, "Taxes on miscellaneous operating property"; 
and No. 544, "Miscellaneous tax accruals" in excess of the 
amount paid. 

If the taxes paid are in excess of the taxes accrued, the amou(nt 
of the excess shall be shown in red in this account. 

772. PREMIUM ON FUNDED DEBT. 

This account shall include the total of the net credit balances 
in the discount, expense, and premium accounts for the several 
subclasses of funded debt. (See special instructions, section 3.) 

773. INSURANCE AND CASUALTY RESERVES. 

This account shall include the net credit balance in the ac- 
counts to which are credited specific appropriations of income 
or surplus and such insurance premiums as are concurrently 
charged to Operating Expenses to cover self-carried risks on 



4St APPENDIX C 




; GMQil^, bmi^, and other iiMmiioei aid 
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774. (M*ERATING RESERVES. 

TUi aecomi afaall mdiKfe the ledger halanoee lepi e sentin g 
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for ^T*«^>Hc fjjw i ws aectiooe 19 and 20.) 
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775. ACCRUED DEPRECIATION— ROAD. 

This a«.vcHint sludl be credited with amounts charged to 
Operitiz^ Exp^Dg«s or other accounts to cover the depreciatioa 
of 6xed impn>vemeQt^ the ccet of idiich is included in account 
Na 701. "Investment in road and equipment/' or in account 
Xa 71X2. " Improvements on leased railway property." 

When any nxed prop^ty is destroyed, sold, or otherwise re- 
tired from service, the amount included in this accoimt with 
respect to the property retired shall be charged hereto. 

^Xote carefxilly general instructions for the classification of 
investment in road and equipment, sections 7, 8, 11.) 

776. ACCRUED DEPRECUTION— EQUIPMENT. 

This account shall be credited with amounts charged to 
Operating Expenses or other accounts to cover the depredatioD 
of the accounting company's equipment. 

When any equipment is destroyed, sold, or otherwise retired 
from service, the amount included in this account with respect 
to the property retired shall be charged hereto. (See text of 
road and equipment goieral account II, Equipment.) 
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777. ACCRUED DEPRECIATION— MISCELLANEOUS 

PHYSICAL PROPERTY, 

This account ahall be credited with amounts charged to in- 
come or other accounts to cover the depreciation of property 
the cost of which is included in account No. 705, '' Miscellaneous 
physical property." 

When any miscellaneous phyacal property is destroyed, sold, 
or otherwise retired from service, the amount included in this 
account with respect to the property retired shall be charged 
hereto. 

778. OTHER UNADJUSTED CREDITS. 

This account shall include the amount of credit balances in 
suspense accounts that can not be entirely cleared and disposed 
of until additional information is received, such as amounts 
realized from the sale of damaged, unclaimed, and over freight 
and held pending claim; switching charges of other carriers 
collected and held awaiting bills from such carriers; amounts 
received from the sale of mileage tickets, to be disposed of as 
mileage is honored by the accounting or other carriers; amounts 
received from sales of excess baggage scrip, to be disposed of as 
coupons are honored; interchangeable mileage credential ticket 
redemption funds; revenue overcharges subject to refund; credit 
balances in clearing accounts such as "Shop expenses," "Store 
expenses," "Operating gravel pits," and "Operating quarries"; 
items charged to Operating Revenues or Operating Expenses on 
an estimated basis in accordance with general instructions for 
the classification of operating revenues and operating expenses, 
section 2; estimated accrued depreciation on leased equipment 
(see general instructions, section 2); and other similar items. 

779. ADDITIONS TO PROPERTY THROUGH INCOME 

AND SURPLUS. 
This account shall include such amounts of income and surplus 
as have been definitely appropriated or set aside, and expended 
since June 30, 1907, in the acquisition of property the cost of 
which is included in property investment accounts other than 
those for securities and also the amount of donations in aid of 



458 APPENDIX C 

ooDstnictioii made by indivkiuab and companiw and not aub- 
ject to distiibutkxi as dividenda. IiivestiiiaitamioadaiKleqiiQ>- 
ment, in improvements cm leased railway property, and in mia- 
cellaneous physical property shall be shown B^anJbeiy in the 
accounting company's records. 

This account may also include amounts definitdy appro- 
priated or set aside, and expended prior to June 30, 1907. If 
such amounts are included, the account shall be kept in audi 
form as to show separately amounts expended to June 90, 1907, 
aikd amounts expended since that date. 

NoTB. — ^Temporary appropruitioiia of current funds for the afiquisitioii 
of property, the coet of which is intended later to be met through an 
le of securities, shall not be included in this aooount. 



780. FUNDED DEBT RETIRED THROUGH INC»ME 

AND SURPLUS. 
This account shall include the total amount of appropriated 
income and surplus expended in the discharge of the principal 
Geas the discount, if any, suffered at the time of sale) of any 
funded debt issued or assumed by the accounting ccnnpany 
and retired through sinking or other funds provided from income 
or surplus. The account shall be kept in such form as to show 
separately amounts expended to June 30, 1907, and amounts 
expended since that date. 

Note A. — Temporary appropriations of current funds for the pay- 
ment of obligations which are intended to be replaced by new issues 
shall not be included in this account. 

Note B. — Amounts of appropriated income and surplus expended in 
retirement of trust obligations issued for the purchase of equipment 
shall be included in account No. 779, "Additions to property through 
income and surplus." 

781. SINKING FUND RESERVES. 

This account shall include the net balances in accounts to 
which are credited definite appropriations of income and surplus 
whether held in general funds or specifically set aside in the 
hands of trustees for sinking and redemption funds. It shall 
also include income accretions to such funds retained therein. 
(See income account No. 552, "Income applied to sinking and 
other reserve funds. '*) 
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782. MISCELLANEOUS FUND RESERVES. 

This account shall include the net balances in accounts to 
which are credited definite appropriations of income and surplus^ 
specifically set adde in the hands of trustees and not provided 
for elsewhere. It shall also include income accretions to such 
funds retained therein. (See income account No. 552, "Income 
applied to sinking and other reserve funds.") 

783. APPROPRIATED SURPLUS NOT SPECIFIGALLY 

INVESTED. 
This account shall include the net balances in accounts to 
which are credited appropriations of income and surplus held in 
general funds for ddSnite purposes not provided for elsewhere, 
but for which no specific investment or segregation of assets 
has been made. 

784. PROFIT AND LOSS— BALANCE. 

This account shall include the balance at the close of the fiscal 
period as shown in the accounts provided in the classification 
of profit and loss accounts. 
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Abandoned property, illustrar 
tions of, 78, 79; accounting 
treatment of, 81 ; when charge- 
able to surplus, 82; treatmoit 
of on balance sheet, 186 

Absorbed charges, 113 

Accountant, administrative re- 
sponsibilities of, 12; as an 
historian, 13; dual responsi- 
bility of, 19; responsibilities 
of, limited to transactions, 143 

Accounting, leads to definite 
conclusions, 9; is a process of 
reasoning, 10; practical view 
of, 11; balance, meaning of, 
14; scientific character of, 16 

Accounting rules, compelling 
character of, 16, 18, 19; ac- 
counting units, 26 

Accruals, basis of accountant's 
work, 87; revenues are ac- 
cruals, 110 

Accruals, distinguished from 
cash, 18; treatment of, on 
balance sheet, 183 

Additions, definition of, 60; 
reasons for, 70, 71, 72; mini- 
mum of for charges to capital, 
84 

Advance payments, treatment of 
on balance sheet, 184 

Amortisation of discounts, 147 

Analysis of surplus, steps in, 156 

Appropriations, accounting treat- 
ment of, 147; two kinds of, 



166; classification of, 166; for 
improvemoits, 167; for re- 
duction of capitalization, 160; 
for extinction of discounts, 
161; for dividends, 161 

Assets, current, 179; limited to 
twelve months, 180 

Associations, railway, 6 

Auditor, influence of on con- 
struction accoimts, 43 

Balances, meaning of, 14; the 
four fundamoital, 16; net, 
used for interchanged equip- 
ment, 139. 

Balance sheet, definition of, 163; 
form of statement of, 166; 
ofifsets on, 179 

Betterments, definition of, 60; 
reasons for, 70, 71, 72 

Bonds, entries of, on balance 
sheet, at par, 177 

Capitalisation, reduction of 
throu^ surplus, 160 

Capital liabilities, analysis of, 
177 

Cash, distinguished from ac- 
cruals, 18; basis of construc- 
tion charges, 47 

ClasEofication used, 36, 37, 36 

Clearing accounts, 64 

Compmsation, for improve- 
ments of leased property, 
173 
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CoDstniciioii aoooontB, influence 
of operation on, 44; treatment 
of labor and material in, 49 

Construction, 29; accounting for, 
confined to physical property, 
39; rule for closing period of, 
41; primary accounts of, 42 

Contracts, an accounting unit, 
28 

Corporation, the railway, rela- 
tion of to accounts, 34 

Corrections, entries for, charge- 
able to revenues, 112; entries 
for, carried through profits 
and loss, 153 

Cost, of construction, distin- 
guished from investment, 46; 
of road purchased, treatment 
of, 48; of property, not re- 
duced on account of depreciar 
tion, 172 

Cost of revenue, direct distin- 
guished from total, 137 

Cost theory of rates, pernicious 
influence of, 123 

Credits during construction, 61 

Credits to income, 142 

Current assets, meaning of, 165; 
Current liabilities, meaning 
of, 167; subject to rule of ao- 
cruals, 183 

Deferred items, treatment of on 
balance sheet, 183 

Delayed credits and debits, car- 
ried through profit and loss, 
153 

Depreciation, excluded from con- 
struction cost, 59; no credit 
for, to property, allowed, 60; 
pertains to operating expenses. 



94; aigumentB for, 96, 97, 96; 
rate of, 99; installation of, for 
an old property, 104; nwiiyc 
OQ balance sheet, 172; re- 
serves, 188 

Developmental cost, not in- 
cluded in ooDstruction, 99 

Discount OQ securitieB, treatment 
of on balance sheet, 184 

Discounts^ excluded from con- 
struction cost, 53; amortisa- 
tion of, 147 

Dividends, must be paid out of 
eamingfl, 17 

Division of labor, influence of on 
nfication oi costs, 43 



Efficiency, struggje for bringi 
standardisation, 4 

Engineering, three kinds of, 30 

Entrepreneur's interest in ac- 
counts, 35 

Equipment, hire of, 139 

Express companies, declared 
common carriers, 23 

Extensions, definition of, 68; 
made out of surplus, 157 

Funds, held in trust, 174 

General expenses, 91 
General manager, his concep- 
tion of maintenance, 91 

Improvements, on leased lines, 

173 
Incidental revenues, two classes 

of, 117 
Income account, definition of, 

126; Income statement, form 

of, 127, 129 
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Income, distinguished from rev- 
enue, 128; special credits to, 
142; gain or loss of securities 
held, carried to, 144; debits 
to, 145; delayed items of, car- 
ried throu^ profit and loss, 
153 

Increasing returns, law of ap- 
plicable to transportation, 131 

"Instrumentalities," meaning of 
inlaw, 24 

Insurance reserves, 186 

Interchange of cars, 139 

Interchange of freight, demand 
for brings standardisation, 4 

Inter-oorporate accounting, 6 

Interest, an item in construction 
cost, 52; a debit to income, 
145 

Inter-divisional accounting, 6 

Inter-industrial accounting, 7 

Interstate Commerce Commis- 
sion, accounting orders of, 20 

Investment, distinguished from 
cost of construction, 46 

Jdnt facility accounts, services 
rendered by, 107; in revenue 
accounts, 115; in expense ac- 
counts, 105; in rent accounts, 
141 

Land, an item in construction 
cost, 50 

Lane, Franklin K., 46 

Lease, exclusive, 134; which 
carry partial use of property, 
136; leased property, im- 
provements on, 174 

LifthilitieB, current, 179; limited 
to twdve months, 180 



Maintenance accounts, 88; 
meaning of 92; general man- 
ager's definition of, 92; finan- 
cier's definition of, 93; ac- 
countant's definition of, 93 

Materiab and supplies, 181; not 
subject to twelve months' 
rule, 182 



Offsets, on balance sheet, 179 

Operation, influence of on classi- 
fication of construction costs, 
45; of property not used 
for transportation, accounting 
treatment of, 142 

Operating expenses, definition 
of, 86; accounts of are ac- 
cruab, 87; growth of, 88 

Operating revenues, definition 
of, 109; legal character of, 110 
corrections chargeable to, 112 
charges absorbed by, 113 
from water lines, how treated, 
118; classification of, prin- 
ciples controlling, 121 

Operating reserves, 187 

Organization, 30; five phases of, 
31,32 



Personality, accounting signifi- 
cance of business, 34 

Premium, on stock, how treated, 
178 

Prices, influence of change of, on 
value of property, 75 

Private car lines brou^t under 
accounting control, 23 

Profit, when an income credit, 
143 

Profit and loss, definition of, 148, 
151; form of statement, 152; 
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oorrection entries, 152; may 
accept amortiaation charges, 
147; misoellaiieoiis gains and 
loss and, 153; appropriatioDs 
and, 155 

Property not used in transporta- 
tion, 142 

Purchase of road, 65 

Railway, accountant's definition 
of, 25; railway functions, an 
analsrsis of, 29 

"Railroad'' defined to cover 
"instrumentalities" for han- 
dling traffic, 24 

Real estate, an item in con- 
struction cost, 50 

Renewals, treatment of, 73, 76 

Rents, treatment of, 132; four 
classes of, 133; a d^t to in- 
come, 145 

Reproduction value, not invest- 
ment cost, 40 

Reserves, depreciation, 102; in- 
surance, 186; operating, 187; 
secret, 191 

Revenues, during construction, 
63; from water lines, 118; dis- 
tinguished from income, 128; 
incidental, two kinds of, 117; 
cost of, when earned by leased 
property, 137 

Road and equipment accounts, 
36 

Road purchased, entered on cost 
basis, 48 

Science, accounting is a, 16 
Scientific spirit brings standard- 
isation, 5 



Securities, devalidated by credits 
for defwedation, 60, 61; inter- 
corporate holdings at, 135; 
profit or loss on, carried 
through income, 144; hdd in 
sinking fund, 178; duplica- 
tion, treatment of, 179; held 
in treasury, tnatment of, 
186 

Sinking funds, 174; tnatment of 
securities hdd in, 178; re- 
serves for, 190 

Sleeping car companies, declared 
common carriers, 23 

Special service trains, 120 

Steam railway, sos Railway 

Stockholder, rdation (^ to ac- 
counts, 35 

Stocks, owned, when a quick 
asset, 176; entries of, on bal- 
ance sheet, at par, 177 

Stores accounts, 181 

Surplus, uncertainty in analysis 
of, 150; ability to analyze, 
test of sound accounting, 155; 
improvements through, 157; 
treatment of, on balance sheet, 
189 

Switching, the car the unit of, 
120; expenses for, absorbed, 
113 

S3r8tem, railway, the operating 
unit, 5; use of leases in the 
bmlding of, 134, 175 

Tax accruals, 128; treatment of, 
130 

Taxes, law of increasing return 
not applicable to, 131 

Telegraphs, brought under ac- 
counting control, 23 
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TelephoneSy brought under ao- 

oounting control, 23 
Time-lunity in accounting, 126 
Traffic expenses, 90 
Traffic manager, influence of on 

revalue accounts, 122 
Transportation, an organised 

unit^ 4; agencies of, 23; law of 



increasing returns applicable 
to, 13; expenses of, 90 
Thrust deposits, 175 

Unadjusted items, treatment of, 
on balance sheet, 183 

Water line revenues, two kinds, 
119 
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